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BP - British Petroleum 

(and other appellations) 

CIA - British Government Files 

1353 pages of CIA, British Government, and State Department files 
covering the interest of the once British Government controlled 
enterprise subsequently known as BP - British Petroleum. In 1908 BP - 
British Petroleum was founded as the Anglo-Persian Oil Company. 

The files chiefly covers the British (AIOC/BP) -Iranian oil dispute of the 
1940 's and 50 f s, and the United State's involvement in its settlement and 
regime change in Iran. 



BP - British Petroleum - Anglo-Persian Oil Company 
History 

In May 1901, British businessman William Knox D'Arcy entered into an 
agreement with the Shah of Iran for the exploration of oil. The 1901 
concession for the exploration of oil resources in South Persia was 
entered into between the Persian Government and Mr. D'Arcy on the 28th 
May, 1901. It included the provision of the exclusive right for 60 years 
for the exploration of petroleum throughout the Persian Empire, with the 
exception of five provinces in Northern Persia. The Persian Government 
was to receive £20, 000 in cash, £20, 000 in paid upshares , and annually a 
sum equal to sixteen percent of the Company's profits. 

D'Arcy placed his entire fortune into the search for oil, but after 
almost seven years, there was no sign of commercial exploitable 
petroleum. The venture and D'Arcy' s money was nearing an end. A telegram 
was sent to the chief geologist, George Bernard Reynolds, to shut down 
operations . Reynolds delayed following the orders due to a strong "rotten 
egg" smell that engulfed the drilling camp. A few days later, oil was 
shooting high into the Iranian sky. Oil was discovered by D'Arcy's 
venture on May 26, 1908. According to the official BP /British Petroleum 
history, upon hearing the news D'Arcy said, "If this is true, all our 
troubles are over. " 

In 1908, the Anglo-Persian Oil Company (Later the Anglo-Iranian Oil 
Company, then British Petroleum) was created with its main asset, 
D'Arcy's oil rights. In 1914, APOC had accumulated large oil reserves, 
greater than demand at the time. Other oil companies had the lock on the 
industrial petroleum market . The automobile age oil thirst had not yet 
appeared. The lack of revenue drove the company close to bankruptcy . 

Winston Churchill, who was First Lord of the Admiralty at the time, 
believed that the British Navy should switch from being powered by coal 
to oil. Churchill sensed coming years of war. He appealed to Parliament 



that Britain should secure a protected supply of oil. In 1914, the 
British government subscribed to the Company a total of £2, 200 , 000 , 
becoming the majority share holder with 56% of the Company 1 s shares. 

In 1917, APOC bought the German motor oil company named British 
Petroleum. In 1935, the Company was renamed Anglo-Iranian Oil Company, 
after Persia changed its name to Iran. 

Iranian leaders over the years sought to modify the terms of the 
APOC/AIOC oil concession, which many in Iran saw as exploitative. A 1933 
re-negotiated concession was later found to be unsatisfactory to the 
Persian government . After years of negotiations , the opposing sides were 
not able to reach an agreement . 

In March of 1951, the Iranian government, elected by the Iranian 
parliament, of nationalist Prime Minister Mohammed Mossadegh (also 
spelled Mosaddegh, Mosaddeq, Mossadeq, or Musaddiq) , nationalized the 
British owned Anglo-Iranian Oil Company. The AIOC at the time was 
providing 90 percent of the petroleum used in Europe. Mossadeq 
transformed the AIOC operations in Iran into the National Iranian Oil 
Company. 

The January 7, 1952 issue of Time Magazine named Mossadeq as Man of the 
Year for 1951. 

The British government was infuriated by the takeover of its oil company. 
The British government was able to organize a successful boycott of 
Iranian oil . Both nations were thus denied revenue from the abundant 
Iranian oil supply. The U.S. Secretary of State at the time, Dean 
Acheson, 17 years later wrote in his book, "Present at the Creation: My 
Years in the State Department, " that "Never had so few, lost so much, so 
stupidly and so fast. " 

In October 1951, British elections lead to the Conservative Party taking 
power, returning Winston Churchill to the position of Prime Minister. 
After the earlier loss of the India colony, Churchill was committed to 
not seeing any more dissembling of the Empire. 

BP /British Petroleum^ s current official history completely omits the 
years 1952 and 1953. 

The British government began seeking ways, including military action, to 
end the rule of the Mossadegh government . When Mossadegh learned of the 
British intentions he shut down the British Embassy and deported British 
citizens from Iran. The British government turned to U.S. President Harry 
Truman. Truman was against military intervention or giving support to a 
coup. It has been reported that Truman told the British government that 
the CIA had never overthrown a government and that he did not want to 
establish such a precedent . 

After President Eisenhower took office in 1953, the British government 
conveyed its concern that control of Iran could fall into communist 
hands. The United States and Britain feared the links Mossadegh had to 
the Iranian communist Tudeh Party. In August 1953, the United States and 
Britain began planning a coup to remove Mossadeq from power. 



The CIA operation in Iran was codenamed TPAJAX. The plan was coordinated 
by the CIA's Special Activities Division political action officer in 
Iran, Kermit Roosevelt, the grandson of President Theodore Roosevelt. The 
covert action combined propaganda dissimilation, encouraged acts of 
provocation, demonstrations , bribery, employed agents of influence, 
"false flag" operatives, dissident military leaders, and paid protestors . 
The goal was to lapse Iran into chaos. 

On August 16, 1953, The Shah sent Iranian Imperial Guard Colonel 
Nematollah Nassiri to arrest Mosaddegh. Instead, Nassiri was arrested by 
forces loyal to Mosaddegh. The next day, the Shah left the country, 
taking refuge in Rome. On August 19, the CIA arranged for a mob to march 
on Mossadegh' s home. Pro-Shah Iranian army forces arrested Mossadeq. The 
senior army general chosen by the CIA to lead the coup, Fazlollah Zahedi, 
gave a broadcast to the nation declaring that he was the lawful prime 
minister by the order of the Shah. The Shah soon after returned to Iran. 

Mossadegh was tried by a military tribunal for treason. He was convicted 
and sentenced to three years of solitary confinement, followed by life 
confined to his home village, where he remained until his death in 1967. 
A number of Mossadegh ' s supporters were taken into custody, imprisoned 
and tortured. Mossadegh' s closest associate, Minster of Foreign Affairs 
Hossein Fatemi, was executed on October 29, 1953 by order of the Shah's 
military court. Dozens of military officers and student leaders were 
executed by military tribunals . After the Shah returned to Iran, to 
remain in control, he governed in an increasingly authoritarian manner. 

Mossadegh' s National Iranian Oil Company became an international 
consortium, and AIOC resumed operations in Iran as one of its members. 

The AIOC renamed itself the British Petroleum Company in 1954. After 
Margaret Thatcher became Prime Minister, she endorsed privatizing many 
British government owned assets. In several stages from 1979 to 1987, the 
British government sold all the shares of British Petroleum it owned. In 
1998, British Petroleum merged with Amoco, formerly the Standard Oil of 
Indiana, becoming BP Amoco pic. In 2000, BP Amoco acquired Arco (Atlantic 
Richfield Co.) and Burmah Castrol pic. In 2001, the company formally 
renamed itself as BP pic. 
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CIA FILES 



322 pages of CIA files. The files mostly date from 1947 to 1954. 
According to CIA staff historian Nick Cullather, who worked in the Agency 
during 1992 and 1993, files dealing with on the ground covert action of 
Operation TPAJAX were destroyed or lost by the Agency. The files 
presented in this research set are comprised of National Intelligence 
Estimates, reports from the Office of Reports and Estimates, and Special 
Estimates . 

Also included among the CIA files is a once Top Secret draft history 
written by the Central Intelligence Agency's history staff in 1998. The 
agency still considers 88 pages of the 139 page report to be too 
sensitive to release, even 57 years after the events the report covers. 
The report titled "Zendebad, Shah!: The Central Intelligence Agency and 
the Fall of Iranian Prime Minister Mohammed Mossadeq, August 1953, " was 
released in a redacted form after a lawsuit was filed for materials 
relating to Iran in 1953. At first it was denied in its entirety, then 
upon review, sections already marked Unclassified were released along 
with a single section previously marked Secret. The document is 
potentially of great historical value because it was prepared by a 
trained CIA historian, with the benefit of access to still classified 
supporting documentation and many years of historical perspective . 

The set includes a text transcription of a book review from the CIA's 
internal journal "Studies in Intelligence . " This 2004 article is a review 
of "All the Shah's Men: An American Coup and the Roots of Middle East 
Terror Intelligence in Recent Public Literature" by Stephen Kinzer. The 
review was written by CIA staff historian David S. Robarge. 



BRITISH GOVERNMENT FILES 

973 pages of British Prime Minister's Cabinet Papers. Files mostly date 
from 1946 to 1954, covering the Anglo-Iranian oil crisis. Composed of 
papers kept by the Cabinet Office including ministers ' memorandums, 
cabinet conclusions, and cabinet meeting notes. 

The Cabinet Office provides the secretariat for the Cabinet and its 
committees . The papers include minutes called "conclusions . " Conclusions 
document opinions and ideas discussed at cabinet meetings . Memoranda are 
kept by the Cabinet Office and are used for policy issues dealing with 
specific events. The memorandums usually include an outline of the issue, 
its background and significance, possible solutions, and a precise 
recommendation for action. 



UNITED STATES DEPARTMENT OF STATE FILES 

50 pages of State Department files dating from 1951 to 1953. Highlights 
include: 

A memo from Secretary of State Dean Acheson on the information that 
should be dissimilated to the Iranian people as part of its 
"psychological strategy program. " 

A report on the initial findings of a working group consisting of 
representatives from the State Department, Department of Defense, the 
CIA, and the Joint Chiefs of Staff on plans for "the specific military, 
economic, diplomatic, and psychological measures which should be taken to 
support a non-communist Iranian Government or to prevent all or part of 
Iran or adjacent areas from falling under communist domination. " 

A memo by Secretary of State John Dulles mentioning that it is sometimes 
possible for the Department to inspire editorials in U.S. media. Dulles 
writes this would be useful in case, "Embassy should desire certain 
points of view brought out for benefit American public or particular 
emphasis laid upon points which have not received full understanding and 
publicity. Additionally, VOA (Voice of America) might, pick up such 
editorials or articles and play them, on Persian program without any 
indication U.S. official inspiration." 



Nation Security Council (NSC) Report 

A 1952 eight-page report from the National Security Council titled, "A 
Report to the National Security Council by the Executive Secretary on 
United States Policy Regarding the Present Situation in Iran." 
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HOC ClTHKENT SITUATION IN IRAN 

■ 

The strategic importance of Inn lie* Jn its geographical position in the Middle East 
bridge connecting Europe, Africa* and Ana, Its consequent position with regard to 
line* or complications of ottwr powers and its oil re»iitce&. If Iran c&mje undtf tHe 
control of a hostile power h Um Independence of sal other countries to toe Middle Ea*t 
would bo threatened, and the interests of the US would thtia be Jeopardized throughout 
thfi entire ana* 

The Soviet Union news Iran not only as a possible base for an attack against the 
USSR and partleuiariy a k gaki£L !U vital Caucasus oU fleld*, but also u a Soviet ba*o for 
political penetration and possible military operations against area* of vital importunct 
to the security of the Western Power*. If the USSR occupied or dominated Iran N it 
would: (s) gain control of the oil raoufRS bow exploited by the Ajigio*lTanuin OLi 
Company; (b} threaten the oil fields Ui nearby JUwj. JtUMlt, Saudi A/Ahfeft, and B&lireitt; 
(c) acquire additional buea for carrying &n subversive activities or acttial wttaek 
against Turkey, Iraq h Afghanistan, Didla h and Pakistan; (d) control continental air 
routs to Iran, threaten those crowing Turkey, Ira4 h ttl* Arabian Peninsula, iod the 
Persian Gulf, and menu* shipping in the Persian Gulf, (e) undermine (he will of Ml 
Middle Extern countries to resist aggression: and (f) acquire a base Wo milea nearer 
than any held at present Lo potential Hritish-us lines or defense in Africa and the Indian 
Ocean area. 

L PaoBMia Furvat Diyelofmem?*. 

The USSR will endeavor, as a prelude La complete doaun&Uon of Iran, to wcure 
control of irnnian territory adjacent lo the Soviet Union and to install a government 
at Tehran .subservient to Moscow. The USSR is not expected to resort to military force 
at this ttme. but It will increase its efforts to create internal instability and to under- 
mine the government by promoting and exploiting dissallifkcUoa pad dissension 
among urban and tribnJ elements, capitalizing on tbe failure of the gorenunezH to 
implement promised social and aconomic rtfgrms. 

The execution of administrative, social, and Economic improvements necessary for 
internal stability wUJ probably require strong encouragement and support from the 
Western Power*. Itof wver* the successful implementation of a program of economic 
d c¥cir.pmiPJit will depend on adequate foreign supervision, 

Iran 1 * continued determination to reaLst Soviet meroachment will depend In large 
measure upon its confidence in the effectiveness or US support of Iranian independence, 
and upon its estimate of the prevailing balance of power between the US and U>e USSR 
The future course of British policy wfU also affect Iran's foreign policy: any evidence of 
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a British tendency to appear Uio Soviet Union at Iran'a expense, milts* offset by effec- 
tive US action, may rvvult in Iranian orientation toward the USSR, Finally, further 
decline la the effectiveness of tlw UN in protecting the independence of small powers 
will undoubtedly be refketed in Iran's attitude toward the USSR. 

3- political Situation. 

The current political situation In Iran contains many factors o£ weakness While 
technically a constitutional monarchy, Iran Is an oligarchy, Control of Pari I anient 
and predominant influence in the affairs of tht country are in the hands ol wealthy 
landowners and merchants, army generals, and tribal leaders. Within the govern- 
mental framework, the two iooat important political figures ate the Shah and the 
Prime Minister. The great cnjaju of the pwpJe Is largely Illiterate and politically 
impatAL 

The ruling groups ate united In their fear of Soriet ambitions, and with the decline 
of British power in the Middle EttfK they arc turning more and more to the US and the 
UN for support, a policy which jp consistent with the tragic untl-Sgvi?t p an1i-Comniuniit h 
and pro-US attitude of th£ majority at the prople. However, the continued failure of 
the government to rectify critical Internal conditions Ik seriously jeopardizing Iranian 
stability, Widespread corruption practiced by civil and military ofrttlals mid their 
discriminatory polities against tribal groups are alienating major population elements 
whoso support Is essential to successful resistance to Soviet demands. Throughout the 
country* th* authorities' continued failure bp five Effective execution |e la^-standLng 
promise* of tconojnJt and social reforms tends encouragement to lef Utt demenla and 
other dissident groups. Moreover, despite the doUxminnUun of all major political fac- 
tions to rcitat Soviet encroachment,. Internal political conflicts and the personal ambi- 
tions of Iranian politicians may prewnt Iran fiom implementing any effective plant for 
mutant, 

Thir support of the Western Powers and of the UN against Soviet action prejudicial 
to Iranian independence will have no lasting effset antes* the inmlim Government 
makes st^enLmiH efforts to t»ltt« its Internal liability by: (a) resolring the pergonal 
coafliicls among the Shah, the Prime Minister , and the Chief of Staff; {h> endeavoring 
to obtain the loyalty and cooperation of tribal and olhsr population elements; and (tj 
initiating and executing lohg-overdue economic and sofllnl reforms, Without these 
r*Tdniw and with a continuation of the pnnent Iranian technique of Mtvlng Interna- 
tiona] problems by prociartinatiatt and hf reliance upon the support of other powers, 
Iran may ultimately be absorbed into the Soviet sphere of Influence. 

4. Economic Situation. 

Xtit Iranian ecooomy, based largely on agriculture and petroleum* is relatively 
stable. Agriculture supports BO per cent of the population and P In normal years, 
prqduc^i all of Irem's e&ttntl&l food requirements {except lea and sugar) and some sur- 
plus for export- Iran Is the world's fourth largest petroleum producer,, with a current 
production of about 145 million barrels annually and proved reserve* estimated at 6 5 
Vnanburela. 

The financial iltuatton in Iran nMbita a mixture of strength and weakna&s. The 
tstemRl debt is small y the currency reserve* ate ample, tmd substantia guaranteed oil 
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niyidtie-s provide the government with large revenue* and considerable nmounta of 
foreign exch&ng.* (allhaugh insufficient dollar tichajigie). On the other hand, the 
national budget la recurrently unbalanced, budget dtficlti are covered by heavy bor row- 
ing from the National Bonk* ttu- taxation system b inadequate, ud government 
siLerpTun and Anances &« badly udminlptl^red. The cost^jf-llviiig index, which rose 
from the 193fl 1«k1 of 100 to IftBS In 1044. now jtomU at about flOQ- The Iranian rial 
has depreciated In terms of foreign currencies to about one-half Its official vqJuo, 

Unprogresslve agrtcultiural methods And toeffl^Mot operation of the transportation 
system aim tqjiiute agMnst *fl«titc exploktatioa of iran h * economic, potential. 

A Ytry real threat to the economic stability of Inn arises from the political iltua- 
ticn vis-a-vis the USSR, Soviet id I* ret in I2*e northern provinces of A*£rbiL]an K CSUan, 
Mn^ondcrui, Gargan, and Khcrasan will continue. If these prortnefia, or even Azer- 
baijan alone, were to be detached from Iran or to come under the contra! of the USSR, 
Iran's economic structure would be In danger of collapse, through lots of a major food 
producing area and population center. 

Current Iranian foreign policy la primarily concerned with Soviet efforts to achieve 
political and economic domination ol irafl. The USSR, lor politick and preemptive 
purposes, Ls s^fijdng preferential economic ^p?^?n5, with special petewnftf- to petro* 
leiim and air rights. Moreover, the Iranian* ajrc being subjected to a virulent Soviet 
program of propaganda,. rabvcT^ivc Activities, and military and political lAtinild&tkm, 
rlpj^fnsd; in "soften up" ±t%iy for increased- f*JW?LtmtiuP 

The Soviet-Iranian oil protocol of April 1A4U, providing for the tstablirtunent of a 
joint company fqr long-range CEpialtatipn Ol q|J fcapuf fcts in HortlwKi InUl t WUltfd. if 
Implemented, assure Soviet political penetration and economic control of the area. 
If „ as appear? likely, the Majlis rejects the agreement, the USSR may be expected to 
increase iLs preULire on and Its inllmldaUun of Iran, instigating local disorders— poa- 
aJbly with a view to creating a pretext for intervention on the ground that Soviet 
3*curttv u ieopanUBBd toy Iranian Instability." 

Traditionally, Iran has considered the British an a counterbalance to Russian 
ambitions- Nov, however, motivated by domestic political consideration^ bj their 
declining position !n the Middle East, and by fcho desire to protect thftir o*n oil eon- 
ceiflJon in southern Iran, the British have not been willing to five tmequlroca] support 
to Lran'i rwlsUutt lo Soviet demands lor access to northern oil n^ourcca. Th& 
Iranians ore therefore counting more and more on the US and the UN to nip pert them 
In resisting So? let eracro&chmeni*. The Irtniani hope further that the: US Will serve 
aa a moderatlm; influence on traditional Anglo-Russian rivalry and will also act u a 
guarantee agahrut any possible Aftgta-Sortet agreement for the partition of Inn Into 
sphere* of influence. 

0. Mfu? a*t Siruvnoff. 

The armed farces of Iran are designed primarily to maintain internal security. 
They ir« unable to withstand aggression *V & 1*^8* power or a combination of amall 
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powtrt In the event oi Invasion by a major powe r p the Iranian fonts mtild quickly 
disintegrate unlga* foreign aid wtft Immediately avatlahle, Moreover, they would 
be Unable to cope with widespread tribal disorder or extensive Soviet-supported 
disturbances. 

The army, which numbers I13 H MKJ and includes a am&ll air force, with outmoded 
equipment^, is maintained by compulsory military «r i »li^ J and only W per cent of it* 
ftrcngth is effective. The gendarmerie, or stale police, number approximately 24,000. 
At present^ TJJ5 military misson^ arc working bo Increase the efficiency of the amoy and 
gendarmerie £4 & nfqpjartt of Intertill stability. There Sa also a contract pending for 
the purchase of £30 mUUon worth of surplus military supplies from the US. Iran h« 
ciLsufflclent natural resources and industrial potetitliULlea to support large-scale war- 
fare: it* manpower na^rrcj could nol t* w^ded hi to tn effective mlU lary force. Morale 
m the army is Imp because of tarartfUJerate trtfrtfriettt gj*™ conscript^ inf&ior leader- 
ship, and HnaJadmlnMratioiL 

The tribes of Iran, dome of which are well equipped with small arms and are firmly 
controlled by influential chieftains, constitute a para military factor of some Impor- 
tance, since their cooperation or phsLractljanism hnj a direct bearing on thfi m&lnte- 
nr-jrue 1* LtUttia" ortlcr. 

In the event that Inn should become a theater of military operation! between the 
great powers, no combat support, could be expected from the Iranian brmed forces. 
These forces and certain tribal groups, howtfl&r, might render to the Western Fowttl 
zl I imlteif amount of assistance In protecting linn of communications and installations 
and in carrying en Intelligence and guefttDa actiTittai ewer Inn's rugged terrain. 



«>: 



SEQ^ET 






B I 



Uf? 



COPT NO,lZ5 



CIA HISTORICAL REVIEW PROGRAM 
RELEASE IN FULL 

THE CURRENT SITUATION 

IN IRAN 




ORE£3-4S 
PuLifihsd fl. October 19na--z.c-\ ! 



A..^ Vil 



/.'Jt ■; 



'■ : " 13! rifffr 



CENTRAL INTELLIGENCE /sfcENCY 




AXrifyQJ 



DrSStlMlNATION NOTICE 

l- This copy or this publication Is for lie information and use cf tha recipient 
de£[gxLat*ij on the front cover and of individuals under the jurisdiction of tha recipients 
ofl5ce who require the infflnrotton (or the performance of their official duties. Further 
dtsscmin&tlon elsewhere in the department to other nfflws which require the Informs 
lion ior the performance uf official duties may be authorized by the fallowing: 

a P Special Assistant to the Secretary of Stale for R«e&i*h and Intelligence fcr 
the Department of State 

*. Director of Intelligence, G5 P USA, for the Department of the Aim? 

c. Chief, Navsd Intelligence, far the Department of the Nary 

4. Director of Intelligence, USAF h for the Department of the Air Fore* 

a. Director &I Security and Intelligence, AEC F for the Atomic Energy Com- 
mission 

/, Deputy Director for Intelligence, Joint staff, for the Joint Stafl 

j. Assistant Duster for Collection and Dissemination, CIA, foar ml* other 
Department or Agency 

2. This copy may be either retained or destroyed by burning in accordance with 
applicable security regulation^ or returned to the Central Intelligence Agency by 
arrangement with the Office of Collection and Dissemination, CIA, 



I>tSTKLBUTION: 
Offlo* of th* President 
Niti-ona] fiecuntF C&uricLi 

HtllartflJ Security RaBOLT^fi BCaid 

Ettpirtm^nt-of fltata 

omc* flf Swrctair of Defense- 

DefJilrLmcntflt ttl-E Army 

D*pfcrtmcnt of Lhe wavy 

Departmental ItlE AiJ FOK£ 

Stit*-Arm7«Wayy-Aar FOrC* CburrilnntLlie COnltniLlee 

jQLtlt Chtef s Of Stafl 

Atomic Energy 1 tonLCflLSfilOD. 

Research and rurveLopniejii Board 



(JfcjH 



ORE 65-4B 



THE CURRENT SITUATION W IRAN 
{September IWflJ 

SUMMARY 

During the first half of 1046, political instability In Iran Increased, and the continu- 
ance of unsatisfactory economic conditions increased popular discontent, especially 
in Azerbaijan. Internal security, however, was generally maintained, and the govern- 
ment firmly restated f1r>vlot pre&surcs. 

In the political field the government failed to press ror the adoption of any specific 
program;: the Majlis, Immersed in lime^onsumiTig debate and faction, posed scarcely 
*ny legislation, and Hi* Shah, by seeking wid-r powers, contributed to the atmosphere 
of uncertainly and disunion. Tbe leftist Tudeh Part? , * potentially dangerous Soviet 
tool, displayed sign* of reviving strength, while the clamor of anii-emm and fanatical 
religious elements added to the general confusion 

In the economic Held the government failed to make any significant progress in 
the implementation or n m uch-dtacussetf large-wale program of social and economic 
improvements or to lake effective ftteps toward the aolullan of the problems of unemploy- 
ment. In dated Jiving cost*, an unfavorable balance of trade, and inefficient administra- 
tion, 

In the military Acid the Iranian General Staff display^ considerable activity in 
making agreement* with certain tribal groups, m departing large numbers of allegedly 
subversive individuals from northern Iran to other part* Of the country, In establish- 
ing security *mcs and Security patrols In regions adjacent to the frontiers, and in 
checking soviet border violations. The ability ol the amy lo maintain in tersal security 
will be increased as fclupfhcnts of surplus military equipment purchased from tbe US 
arrive in the country, 

Current trends may he expected to continue (or «m* time without sharp breaks or 
all I lis. Coiiwrvcillvo clami-rils will remain dominant In the government and win be 
reluctant ixy adopt any reform program which might have an adverse ertcet upon their 
special interests. Economic dimeuliios wiu persist 

In the field of foreign aflaira, relatiuiuj with Lhe v&R have been marked by the 
exchange of a «rf« of aMrply worded note* The USSR, reputed m its efforts to 
v\n concession* through pr«siu*e and threats, appears to be building up a ease which 
could be Used as a pretext for direct intervention In Iran, on grounds of self-defense 
The Iranian Government has continued to reject Soviet demands for the elimination 
of US assistance to and interest in lhe country but has also raised nationalistic claims 
unfavorable to the US and UK The Helrnand River dliputc continues, to the detri- 
ment of Iranian- Afghan relations. 
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Thc*tet*mUil*Uon Of the USSR to achieve tvmUutJ UftniLmcy over InnwOlit 
m*lft ft dam man t fabler in Irmnian aJt^ifi Currrnt evidence data not indicate that 
the USSR cowers »* RfWoit pmiUoo In [fin «o trltlnl U to Ulf for diiwt IfiLerren- 
llon, more probacy, it «Ii Continue f« ttafl time twlJIf to retj Oft methods tfinrt of 
vnwd few c* in pumLU*g \u iminedtale objective* of eHmintLmf US Influence and ob- 
taining Ln otl conresskm The USSR may, ^trrvrr, irucplrr open disorders In northern 
Irajy Ji may bJso dispaUb do les demand isip spwiftc iwrlmn bj Iran to cott^c* Con- 
ditions a3]e£a±Lj inimical to Sonet Interests uid ttwn, fcller denouncing the replfctt ^ 
untfttLtfactary, invoke the 1021 treaty as amiioriLy for dsmi intervention. 

Iran may be «p«tai tn continue Its reaUUnce to Soviet pJYiSUrfi. although extreme 
duress may cause Jt lo waver between coR&ollda-lion qJ it.* Ltai with the Western Fawen 
Jiiul outright coneWatiart of the USSR. At inch a ttme, Inn wll] be greatly influenced 
by Una momentary extent nf its confidence in Western protection. 
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7UB CUftfUJKT BJTUATlOf* U> «"« 
(September 1*4*) 

1 PC (JTJCAL SkTVAtlvr. 

PdUtkmJ power In Iran ^s^ w3th an oligarchy of wcaJUij lindowncn, merchants,, 
Mm? officers , am] IjLbal detains otet whom neither the young Shah Hor My other 
.|Kihlji..JiJ figure h« recently btren able to cxirniiae effoK tiwe JUflalned lfiftdsrStUpL In 
the f*U or I94? p Prinze Minister Ahmad Qat un ihoaed prams* of establishing- such 
(pidcrshlp. In th* ne w Majlla mor? than 7D o[ the 1JEZ deputies tested wet* members or 
the Democrat* of Itan Party, which Qavam personally apGHS&red p and the body dis- 
played an early appearance &( cohesion by LU cvfirwhehnLng rejection of the S&VLcC- 
iTftnJAH all probDco] an 2 J October. DiAln^giutlon of ihe Democrats or Iran was 
already under way, hou^r, and on 10 iteceaatwr Qavam's government fclE. It was 
stittMdttd by a CMjgrvatht, do-nothing cabinet under th* re-Bpeetrtd but unaggressive 
rider statesman, Ibrahim Hakbni. 

By Hay 1M6 Qivam had regained string Infl u*nce in the Majlis, but he apparently 
did not cure to become prime [nini^ler until cktumslances itiould force the Shah 
(who wiewa him as a riral ibr political power) to rcejil hlra to ntflce- Wta the Hakim* 
Cabinet Anally toppled aito ibc Shaft} months in office. Q*>lm gat e tacit support to 
Abet*] Has* m Hajir. a partsan or the Shah, and Uiu* nude possible the tatter's etectkin 
jon 1 1 June IMA) as head rf the Incumbent fto^mm*nt Hajir hu no org^nwd follow- 
ing of hit own and Is bilUrty opposed bj< the antKouri faction, fanatically religious 
t k merits, mid the lentils. His continuant* In ofll« wllJ accordingly depend not endj 
on the strength oj the 5b»h r 5 wpporl h but aLse on iht attitude of Qavam, who, as 
Iran'! itrora^cst political personal ity> will probably continue to Wield considerable lu- 
ll uence in trie Majlis. 

The factionalism and the completr Jack nE testate rEip^niLbtJlty exhibited by the 
MujJIa have not nnly underlined the ElAbLIILy Of recent governments but have also 
&toOti In the way ai Iran's obtaining much-needed internal rpfqrms. During Ltg eleven 
month* of dcllLwrationi up lo August 1H8, the current MaJLls had paswd only a handfuJ 
of llll-lJ. It aeeintd anitfld only in SU jinti-SovLet attitude (OJily Eight rneiTlbcrs displayed 
pjoi^uncpil leftiit jentiincnt^) , Ln an LrresponalWc chauv]n3sni prhjch evokes periodic 
demands for thp le^LabEishinent ot rrarnlnn sqflc-jxljsnty OWF th* Bahrein Islands, and 
In a peaurfit-nt naLionaiism. expressed through attempta to revise the terms Of the Angick 
I ran I an Oil Company concession, limit the authority ol the US military missions In 
Iran, and eliminate foreign tompanl« in Eraji 

The Sb *h P Ktlne the irrssponslbLUtf of the U^\ln u hu put forward proposals almtid 
al furtalllng; its pouter. He wgts * constitutional amendment authorizing Mm u> 
dlmlw Ibe Majli* riir a period not to f*Hri ti* monllu Oftd to dismiss the prflH 
minuter iJid ubiHt cren when tbe Ma|Ui It In »«HLan He U also Sf4?i:iri§ legation 
to actirat* the 60-maa Senate (hall elrtU** and half appointed by the Shah> which is 
prumded foj in the cftrisijtuliori hul which haj convened but once The Shah Js not 



BE^&T 



Hisuffirr 






Itittly (A frin Ihese broader powcra. baW*« t W Ih* Mftjlif la JnltiUJ of ll& prerogatives, 
and publk dplnkfri strongly ogtpHK-a any n»w toward ft ffvfrftj or th* dictatorship rm- 
pwtd by ftria, Shah, lathe t Of the present ™T*r. 

A mare iu&Ue threal to the power gf the foTtmintht li Out e< the Tudrii Party, 
which dtfftlA its appeal* toward Industrial vorkcri and Uw imderprttiltged classes 
generally A [hough It has no official repress n'jUJnn in the Majtts and ts supported by 
only ft fw deputies, the Tudeh Party 1a Ihf only jmllllral orpafiliatton tn Iran which 
*ppfflt* dareetly to the people for support, the olher pan;1« art controlled by large 
landowners, tribal 2taders. and ollter notables, who um ihelr local po^er to obtain tlit 
election of their candidates. After iuBer l»g a uriom d«llnt in strength and prestige 
In IMT, the party is currently being revived through tvlenslve recruiting and, the for- 
mation ct secret cell*. While no reliable GiUfnatu or it* present membership arc 
available, Ltd system of provincial and urban council* h*ad#d by a large national com- 
mittee and it-t um or affiliated groups mak* It thi be.it organised political party in 
ri.Ni 

The Tudeh Party^s strident peesi follow? th# line tild down by Soviet broadcasts la 
Iran, and the contact which partj Le-Bdcrr* ma In Lain with the Soviet EmhaiSF In Tehran 
mak*£ It certain that the party is receiving &dri« ftnd Guidance from trained Com- 
ntUftlit orgtuiiMra and funds from Soviet Aounrw The party iHAy be eKpettcd to test 
lis HJlcWcd itrrn^tli by promoting labor tfOtibte* Mid communa) disorder*, limine 
auch actMty to coincide with peaks or Sot let prewuft mi Inn, and it win make a drive 
for representation in tfw xvr if pjib, which b dw to be dieted tn 1449. 

Caput the political dMstons In Tehran, the actMUcs ol the Tudch Party, and 
fiovLi n^uiujn, the central gwernnunt enjoyi i rrl*tl*ety b^ di£F*e ef success In 
maintaining interna) security and \U d>niro] over w (tying sections of the eounlry. 

In juu-lieular, relations between the government ftnd the hatntuaUy restive tribe* hav* 
lately Shovel considerable unprnvempnt follpwtnf; e*fldIUtory flovtrurr.cnt moves 
Th^AL- inn V4-/J were dictated hy the exigencies oJ the period of Soviet occupation, which 
piivc ri« to RULOilotnisL muTcmenli and to Tudrh iLBceruJahcy and by the tr-ore recent 
rogLUzQliPFl l>y the army tligh command that trlLkiJ rVhSl.vlCmce was needed in curbing 
Soviet penetration *nd subversion, 

2. ECOIVOMICT 5LTUATIOM. 

Ln cerUln baalc respects, Iran's wonotnJe aJtuatton li fivunblt Afljxic-uJtural 
product ion in 1*^> should b* aufSdcnt io meet thi eouptjy 1 ! r«d fequlrtments (except 
tn t«ft ftnd sugar] and t« provide a surplus &f ftflsn* agricultural products far e^Mtt. 
MthciuEh Iran cuitimis M) juff^r rrem g^Trmmttit dtt\tit financing an4 an unfavor- 
able balance or tnute h iLs financtaT p»lti«i wUl to blDptiQVed by the AngloTranian Ot 
C-Oinpanj * oq^-ruiing production, which U pmrbdlnfl Iran wllh incf«ued renmiB 

Artd Ebrtffn jpijumi 

Neve riheleK. Iran faces serious «wiom1e probtenu. which wre mainly mportsible 
lor a Eonriiikly unartbcuilate hut growing distal lifattlon amem^ Lhc peGp]e. The peas- 
ante, wha rarm the bulk or tht papulalio>n B are Bub]«ttd to constant cjcplojiation by 
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the landovticrx Alv, Ll^clr standard of living always 3c*. u further depressed by 
the high eommpdiiy price*. (Although the gci^rsJ pnte level hu Jftllca Jiwn the 

wartime high which obUificd in 1 943-44 r It remains mors than f ighl tlffitt that of 1&3&,> 
The less mixdetDuj mdmlriil woritfj^ with totalJy inadequate **.£?& even ror Uie way 
of life tD which th f j, Rre accustomed, SUJTer not qnJy from Ihfl high OOSt or living but 
also fwm Lijiemptojment nrksmg out of the jjEneral dLaiocaUun caused by the war. 
It is estlma^d that *t»ut one fifth of the 230 h OM who eomprJ&e the Industrial class 
ire n&w Lin*oi 1 p] y K j i and the percentage would be lar greater if the gQ^ernmeJU we*e 
do reduce the j^Hen ranks of officials And workers m inefficiently run state-coatf oiled 
industries. The government haj been able to avoid latar ifoubka thus far through 
it* Lnmrper&tian, in ISil. of *il labor unions into ar^anlMtLona controlled by the rvew 
Ministry or Labor. Thew M capU*e hl uiuan^, bdvFifr, ha?e provided aq t&njpble benefit* 
far their member & . hence, il tuxunploymcni is not rtduced. the Tudeh Party may 
succeed in prunaUlig additional unrest imcing workers arid in Ee-estabiLjUung control 
over the Unions. 

The hopE uf itabiltting Iran h i economy and of raining the low it&iidard of lining 
or its pwple depends, en me application of a OTmprehenflltfe: economic development 
program. Duikng 1947 Qa¥am fc a government repeatedly promised that such a program 
would bepn atari early dat£ B and a U6 firm (Morriwn-KniKljcri International Company) 
prepared an ? 3rten$Lvc report reccucunciiding a s«iei of promts f of developing Iran's 
natural resou rct£ r J nd wtrlM, MtnmLini£atw™ h and pu bl Lc health facilities The report 
outlined two alternative program^ doe involving an estimated expenditure 01 %25Q 
miUion. the other eaitLnjE htf * *M0 miUion ou tUy. Lat^r in the year, a specially con 
ftitukd Supreme Planning Ekufd published i S*6* all lion «*en ytaj pn^no nf it* 
own, which was submitted la Uw Hajli£ for approval It i r u contemplated that 
the necessary aptul be nhfai trawl from pwm nt oil nvruues and loans from the 
National Bank of Imji hjicI the InternaUonal Bank for Reconstruction and Develop- 
ment. 

ft&Spitc those aJilbltlous proposals, and dtsjjiLe thM f-ii^-t that the UB Hnd UK 
recently TUgcd the humedJabe tnatiFiiration of a EimLl^rj pun^nmi r>C aocEal and Economic 
reform, Ific dc^clopmcnl of a program i£ still U) the IfLiLiat atliec. The Ma.jbj but 
recently appropriated fund? to the extent o( 2b nJILiM rial! ($7BQ,000) for further 
^tudits. Procra^tknation. IneAlckencT. and ineAperience will almost certainly result 
in additional protracted delays in the formulation and e*«utiQn of such a pro gr am 

3 Motrarr Sttuatwj* 

Th^ srmed fomt *fe a danmuml factor in lrmun tfTtir^ They Exert gnat ln- 
Ruen« in domestic tnalt*ttp especipJly in the provincei. and the aimys 3oyflJty to the 

Ihrone provi^ts siring iUpporl to Lhe Snah MJth of Ihr sufees? wJtJi which Internal 
order La now maintained may bo credited to the army Military Eeadcfs are tryinjr 

tn gaLn for the army an e*en ttron|cr votes in doint&tic afJaats. Rncour^ged by the 
fihah, Lhey are dEterjfllned to transfer control over Lhe ger^JunierLe frpm the Ministry 
flf the fnteraor to th( army. Although Qavam optwscd MIZft action, a weaker prime 
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minister might yield to pre&iurc The merger, hoveTfr, wuuJd need the approval of 
thr Majlis, which srani generally hostile- to such fiction on, the grounds that it would 
t urther Increase the power of the army la the detriment of the tliJI administration a*id 
could facilitate possible effort* by the Shah to establish an authoritarian regime. Mftnj- 
of the people, who are habitually victimized l>y armj graft and other corrupt practices, 
also frown on efforts to BlrisnsUiftn the mlinaij cstabiinhnuml. 

The government ha* recognised the army's need fdr modern equipment by ol> 
taJning Majlis approval fen 17 February 1<MS> of a ilfl million loan from the US for 
the purchase of surplus tfS war matins,). The tJS has atnee arranged far SIfi.7M.D00 
Additional credit? to cover handling and shipping cxpenuj, and the acquisition of the 
equipment Is proceeding ThU material will increase the ibUHj of the limy to main - 
tain internal order but will have blite effect on its capabLUUa m-l-vta ifee USSR. 

US military mk&sfora M*e been advising the army and the gendarmerie sine? 
1943 As a rwult of internal pressure from. military leaden and members Of ih? 
MajUi (and also Influenced by repeated Soviet complaint* about the alleged activities 
of the minions), ttie Iranian Government recently Indicated its determination to alter 
the terras of the gendanricrf e mission contract which e ave lhe us bead of mission d heel 
command functions; tbe US fljjrced, and the rg]* of the minion was thanked 1 rotn one 
of executive authority to one of advisor? funettonj With regard to the US mission 
to ttie Iranian Army, the Irani An <5ovc rumen t hits recently Enrlleated a desire: to modify 
term* of the contract which apMiry that during the tlf* of the minion no nationals or 
countries other than the Ufl may be employed £5 mill lair idvUcri without US consent 

Security wlthm the country haa httprorrf since th* end of 1947. Working a?ree- 
beiiis between the army command ^ij a number of tribal leaden have resulted In 
months of relative calm At the same time the army hu H lengthened ltd forces hi 
possible danger tones and hfci Intensified It* efforts to cohlft)! fUfrTeTffWe elements 
Security bojib p within which foreigners may ddl travel without speelal permission ha« 
been establish^ alonf all the frontiers of irto, and marital law Id Imposed in troubled 
ipota such as Azerbaijan and in the eastern Caspian cnasUiJ are*. Reinforcements 
haTfi betn moved Into the rcjfloM adjacent to Lhc Soviet frontier, and numerous patrols, 
aided by tribesman, have bwn vm picked In th<^e re^luiu tq guard the border, Several 
thousand individuals whoiG tuyaltj to Iran w^s Open la ^yiyUfln have been rounded 
Up In Azerbaijan and other northern areaii and dttpakhed to detention camps in the 
South A3 a result of thane £tep^ , several known attempts to penetrate Inn from Soviet 
territory have been vigorously checked and thE tt; ovementl &f MbVf rafve elementa wf thin 
Imn eonshderablj circUfnMrlibed 

4. Fokeicm AftasA. 

d. Relation* with the USSR fllfd tfte US. 

The chief problem! In recent Iranian foreign rplnLloni hive ari^n from So^L 
efforts to eliminate or at teul reduce US influence In IrAn Fo] loving the Ionian 
Covernment^ categorical refusal (in November [947> to granl on rights to the USSR, 
the Soviet Union ^ibjet^dd I run to a seHtS of lhreat4?nlng not^S directed Against the 
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Cffiplaytncnt of US military EnLssigru *nd th( purchase of US imJitaij supplies. It h« 
also continued it£ ati^cnpti to penetrate Iranian economic And political hfe and iu 
lubveratt* »or!( among the Azerbaijani* and olher distort tented groups. Ubmner. 
tbc Soviet* ha*e employed trad? raStrlcUoru 14 worfc hardships an the Iranian ttoftomy, 
particiitartf in Iran'* northern pmrlncri 

The Soviet dlplom&ljc offensive has been jn*rlLtd by e*lra¥fc£Ant chargts that 
Inn ha* dUplayed a hostlte attitude toward the USSR hu allowed the US to -tafc* 
o^er 1 " the Iranian Amij and lo create military baAtJ Tor UK against the Soneta, and 
hu encouraged the Iranian press to develop ui anU-SovLct bdu. Sonet represent*. 
tLMU lo Ifui have more than once suggested the passt^ULj of war between the US 
and LlSSIt, uid have characterised Iran's attitude as UHaJ-ermbae, because of its tEfusal 
to pint an oil concession a* well us for its deallngi with tlif! US The tenor of numy 
ol the nutaa suggests that the USSR is laying Lhe .groundwork lor possible direct inter- 
vention in Iran tinder Article VI of the Ir&no-S&vlct Treaty of 1921, whteh permits such 
action U Iran is unable to hilt the efforts oC a "third jrnrty" to turn Iranian territory 
into a b&*e for mclitary at tacit against the USSR 

Although the impact of Soviet notes, particularly thetf LiiiplL&itLnil a* direct 
action against Iran, has recently given rise to ftofttldf mbLe sentiment la faior of COll- 
ClilltLnf (but not appeasing] the U53H S Soviet eftdTU to browbeat Iran have failed 
thui f*r to ohtnge it* attitude of rewtan« to Soviet kntejferfnce 

In February 1MB the Majlis, after consider itrit del Ay -in-d uul-Hartfiiaf; accepted 
the US arms credit In the face of express Soviet dupfe&-Yure The HaHjru Government 
aharply denied the various Soviet aettt&attora made af aknat it and In turn pcotexied 
again*! Soviet harboring of groups hraldc to Jt«h « well ai ag*Jm£ Soviet press and 
radio attacks, the incursion of armed banda into I run from the USSR, and other hostile 
acts. AJ though llajlr, the present prime rambler, may hive had eonciilatory motives 
for hii r^t-nt appointment of two pro-Bo^iel m*n lo IjnporLani govern meat posts, he 
(Iptitly rejected the Soviet Ambassador's ju^Ees Hon that thr crimination of US influcncE 
wcjUld pave ttlC way for a settlement nf all -SoYlrt-lrfihlwh difTerDnces. 

Whiifl Iran's repeated requests far ndvitp and ftAH^tftnee Indole that it regards 
the USm iU principal source Of support against Soviet AtftfT^ssion. It is nat unaware of 
the difficulty qF obtaining prompt US assla Lance in the event or Soviet invasion, It 
It considering submission of the recent. Shjv^i n^H-.-: unci the Iranian replies to the 
UN Sectifity Count U, which remains seized of Irnn'i old Azerbaijan case Against Uie 
USSR as further pwt«t3on ^gain*t Soviet Uie of Wme kealJJtLp pretext for interven- 
tion 

M^r^a k er, Iran's orientation toward the IIS ll not Inflexible and unquestfonLA^ 
Fnm time to time Iranian ffiiUlary Inderi have indicated their dissatisfaction o*er 
the scale of US mElit^iy asUtanoe to Inn f u cornpared to that provided Turtey und 
Orrcces and o*cr dilAcultlK they have eiicountcicd In obtaining materiel under the 
US imu credit program, Other Indications that Iran dwi not eontidcr itself iig\iiy 
bound to the US ar* pnwided by recent populaf iupport for a pohcy oF strict neutnllt^. 
which wai reflected in the attempts to restrict tin -""i*- ,J the US military mi^ien^, 
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MtA by the renewed demand for IrftnLatl control of the Bahrein I_q]unda p Iq disregard c-r 
Ua and British llfcWntU 

Iran IS H*o mnj'Mintly threatened by Soviet subversive eHowU within the 
country. The Uf^li tfonllnuca ba use Jfcj commercial enterprises tfl facilitate the mo*fr* 
menU and opcraUdEtt of 111 fcftttts and ha* rffwrtrfly attempted to regain Influence 
orer Iranian awIatJon through l' 1 * purchELse df Iranian Airways Comjianj Sharps by 
such ftgenta Current Soviet roicrt ictMtr, While p«SeiU In miny pirts erf Iran, 
appears to be CuflttfttTBLCd mainly in UlC northwestern prorinet of Azerbaijan. Armed 
& roi[w fham tilt U^SI* hure attempted to cnUr Iranian territory. QarzaiH Lnbal elf. 
menU add former meiuben of the DennScratk Party or Azerbaijan frho fpLlnd ref Uge 
in the USSR art ncportedly betas mad* ready for action, find Spnel stents infiltrate 
fQirdksh tribes. The USSH hii fufthtF mdLMted LI* interest in the art* by ral&ing 
the former Soviet Ylcfc-coiUUlar post at Maku to a consulate- Hwnijy, A clandestine 
radio (apparently operating In Soviet territory) announced \h% form*tlon <yt an ^ter- 
baljin ftw Stale" under General Gholan Tahya Dan&Shlan, Who fled tfl the USSR 
following the caHapw; of the nubgncuxiQUii Azerbaijan rtgjrtne Irl !34G While this PCtioa 
may be hul Another phase of the &mel war of ncrrcA, LI may presage a rev attempt 
|« ci.-.lJLbi]j.]i an aiilongatl!?LJ5 government in Azerbaijan. Irt addition to aupportLng 
autonomist mo*era?nts h the USSR could eosiitrue any dutur imicea, especially in Axr- 
baijaj* or oth^r at native areas adjacent la its border (Which 1_S but 125 mi Lea from the 
UibSl-e's -vital lleJcu oLLfi^;k1j) h a^ & threat Li 3ovlet security and might use aych occur- 
rence* as « pretext foe direct IntervenlLon- 

b. Relation* with the UK. 

British p^uty toward Iran is no* in gtra^ral accord wtui that of me IJ£. although 
the UK ha? at times displayed Indications Of willingness to permit Sovkt KOTMak 
penetration in to northern Jran r apparently in the belief thet soch a jjohcy won til protect 

Uic An^lo-Trtin]an OH Company fi'Dm S^Tiet-ln^pired attacks 

The UK has cxdmLte treaty agreement* with the Shaikh o! Bahrein and viU 
certainly continue to deny Iran J i ciabn to the Bahrein Islands Koture contention 
between the UK and Iran ma} aii^e cj^ct the rerU^Oo ol Ihfr Anglfr-Tf ati ian OW CtoR^panj 

eontrKt terms profiled by Iran and oVrf the extension Of tri< L tha:Ltr oJ the JJriLish- 
owned IniycrLa.L Bank Of Iran, liecent LianUlfL CabLntt5. hottccr, have contained, 
Influenlial membtn geiKnlly coivaldtr*d ptfrfir Jtlah, and it ss nni likely that Angls- 
IranL&n ntjjyljfttionj? v^JI become so acrimonious as U> jwpacdlw relation* hetwwn th* 
Iwa cp-Ltntr Irj 

e. RetAlionj with $tf\t&s of the Middle £ wi- 
th* dispuLa OW the divmkm of the wtttr^ of the Hrhnand Rker hu ttflnujly 
fitral ned Tra ai Lan- Afghan rations The U3 haj pr Oprt*d t he e^tabl iah ment of a OeUtJral 
mii«t commkisjon of tcchrucat er^rU l* itL^csUgiilc Uhe i^i^atwjn as the most prHc- 
ticablc meinj! &r arriving ni a iolutjcin uf the prpblean. Wniie both [Kan ^nd Alyhnnis- 
tan hare accept^rl thiA proposal In principle, difference* rejard=ng procedure altll #>disL 
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Individual TranlUu (BipccWIy the Moslem rrligtoUi leaden) have spofcen oul 
strongly a^abi^t the oaUiiJLshmcnl of Jsra,^. and there kl gtneflUj an undercurrent of 

Eympathy lor the Anb MUM t Iran hiLB shown iid incllnalJpn, hrweyer, to give direct 
support to the acU*lly of the Anb states against the J*wf P Jiwtah communities in 
Iran Have not been moisted. 

Although the situation In Iran Is characterized bj dteunloa. procrastination, and 
irrapanstNitty. iifi major change in the current regime U txpected in the bear future 
The cOTttrnment will probably conttnue to be tobtroUed bjf lh* nmtmLira element* 
wMch dominate the Mm jUs i rid { La ft less deer™ J by the c lergy p who at* How engaged in 

efforts to revive orthodox Ww». These contrail tng forces w<U be opposed by Iranians 
who earnestly deiire social rcformi. by those favoring pi -n^j power for the Shah, and 
by pro-Soviet clement of the population. Unscrupulous and opportunist leaders af 
various groups will continue to collaborate against whatever government li in power, 
and flUtLUaiinjj aJlRnmenU (A£ irt the past) Will COtlfUSG the pDUtSca] scene and obstruct 
Legislation. The prn-Sft^LTtldeh Fartyj which la n&w rtJiuaertlny[ itself, Will undoubt- 
edly attempt Lo capll-iilLEe on the confusion. 

Economic evils ebch bj deficit ftnanttng, unfavorable trade balances, hoarding 
Of and speculation fcti ttaplfJ, In Rated Living costs, inadequate wages, and unemploy- 
ment, may be expecta) to continue for Mitt* time. Popular an4 political pressure wtLi 
prfth&blf compel the E^wrnment L® undertake a definite program of economic and 
urial imprmemenla. but long delays in implementation flf the pra^m ire almost 
certain Dissatisfaction *\IT\ the government and the Manila Wh increase, the Shah 
wIL feel encouraged lo prea for greater power; and Sottrl *ym path tier* vlli be stkmu 
laled to greater activity 

Soviet pressure agninst Iran will undoubtedly continue. The elimination or 
US influence and Lhe wstfthlLfirimcnt of a strong pri>aavjet uubiersive eCcment are 
primary objective* In Iht SovLpI program for gaining a preponderant Influence in Iran. 
The Soviet Union may be Exptoted to press its demands for an dU concession, Jn ooJer 
to wipe OLtt the humiliation of Iran"* rejtcticn r>r tJie olc probeeol In lfl47 h re-establish a 
foothold in northern Tran h *nd obtain wonomic beneAtl Tho Soviet* may attempt Li 
gain control of strategic railways and port* through the Tudth Party's influence anwoir 
raD and dock workers and they wdl continue Lo restrict trade, ml propitious tm>«. tor 
the purpose of damaging tii* mfwdij of Irairt northern provinces. 

Mbunllng tension | rowing out of Iran"£ contj nued rwUtance to So^et prrsHuras 
may provoke inehknU In ding to dar«t SDviel intervention: the Soviets may be cn- 
caurRg£d Iq lake such actnon by their belifl that the US and the UK would not rtacl 
drastically tp Rovlel ncey[WltLon. parlJELdarly if It were totiflned to n&rthcrn rr«l. At 
the moment, however, th^re la n& evidencs that the US3H MfviJders its rElation^ with 
Tran so critical m Ui nn]J for ftrmed Jntefvcnljon. H la therefore more likely that the 
USSR will conUnuc for the tame being ixs present policy of diplomatic brawbeatihr, 
subversive activity, and other rnelJioda short of ivar. 
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Although irun currently kilend* to continue ltd rtxisUnte to Ihe USSR Kid Its 
rcl**tt« Cn the US, tht UK, and the UW fox jiipport, Iranian policy cmnflt be considered 
inHeibblcL Wiudcr -extrtme Soviet praaaiiie Irrkn ma J wmvtr beiwwn consolidating Its 
lies with tfio Wntern Powers, adopting a t»lky of itrlct neutrality, and concllfcatifiE 
Lh« USSR Ann of It* eitreendy mlfierabte pwltLen, Iran will be greatly indweftced 
at jtjch t time by th-c inDmentarp extent of iu cemfldtnu f n tfr* dcitrrRknalton a/id the 
ability of the Wwleni Powers to protect It against me UStfR. 
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THE CURRENT SITUATION IN fRAN 



SUMMARY 



The st&biHtjr of gofemjoaent in Iran has 
IncnaaaMl markedly during the spring of- 1949. 
Xntemsl security has been j&ainUtaed on a 
reL&Ufdy high level, Soviet threats and pres- 
sures lM¥e been firmly resisted, and important 
steps baie been taken to Improve the national 
economy and increase the operational effi- 
ciency of the gofemiacMt Hie fight for 
supremacy between conflicting groups, how- 
ever, remains us a throat to internal stability. 
TMs threat may become aggravated If the 
Shah and the army seek to increase "their 
authority further, 

Before" the attempt on the Shah's life hi 
February* there had been a trend toward in- 
stability as a result of irresponsibility on the 
part of the country's legtsMtors. The at- 
tempted ftssfltssl nation, however, hftd a unify- 
ing effect on the ^ofemment* and the Majlis 
registered some notable accomplishments in- 
cluding tbe approval of measures curbing Its 
hitherto unchecked authority snd granting 
greater powers to the Shah. The govern- 
ment took the occasion to outlaw the resur- 
gent Tudeh Party (a potentially dangerous 
Soviet too!) although no evidence was pro- 
duced that the attack on the Shah was a 
Tudeh plot, and martial law was gradually 
extended throughout the country. 

In the economic field, the government has 
made unexpected progress In drafting a 
seven-year plan for large-scale economic and 
social Improvement. Nevertheless, serious 
economic iUbs remain to encourage popular 
discontent, and there are certain to be delays 
and obstructions in the implementation of 
the Seven Year Plan, 

The Iranian military high command lias 
continued its policy of integrating the tribes 



Into Xxba's defense scheme and has made 
plans to incorporate the gendarmerie Into 
the army,* Tbe army h&s repelled a number 
of attacks by Soviet frontier forces but would 
be unable to offer effective resistance to sn 
actual Soviet Invasion. The Shah and the 
Chief of Staff are eager to increase the size of 
the army, claiming that such an Increase 
would permit Iran's forces to lake effective 
delaying action in the event of an Invasion 
by the USSR, The army is able to maintain 
Internal security, and lis capabilities in this 
respect are being considerably increased by 
the arrival of US military supplies. 

Iran's position vts-^a-vts the USSR continues 
precarious, although the Iranian Government 
has not been intimidated by vitriolic propa- 
ganda, repealed border viola lions, and diplo- 
matic protests and threats. The curbing of 
the Tudeh Party undoubtedly hampered Soviet 
political activities in Iran, and efforts will cer- 
tainly be made to resuscitate the part)'. Th« 
USSR is very resentful of US activities in Iran 
and has endeavored to establish a case for in* 
voking Article VI of the 1921 Irano-Soviel 
Treaty, which permits the entry of Soviet 
troops m to Iran under certain conditions if it 
appears that the latter is being used by a third 
party as a base from which to attack the 
TTSSIL It is considered unlikely, however, 
that the USSR would be willing to resort to 
direct intervention at this time. Th& Krem- 
lin wlU, however, continue to apply strong 
political and psychological pressures In an 
effort to force Iran into submission. 



* Information has Just bttn received Chat ih^se 
plans were put into effect on 2§ May. Th€ merger 
is for & $ut-oionth trial period an<| mast be &nthot* 
Eze$ by the Mftflts before It l&kes perauitenL effect. 



Note: Tbc inwUJgettoc ore&nteaitons of the Departments of State, Army, Wavy, arid tht Air 
Fcrct have concurred In IWj report. It Is based &n inforoiaiion available u> CIA &s 
of 31 M®7 1940. 



While Iran Is expected to maintain Its re- confidence Ln US and UK support. It may adopt 

distance to Soviet pressures and to strengthen a policy of neutrality or e?eo feci compelled to 

its Western alignment, it will remain insistent enter into a disadvantageous armngemenl 

on more &Jd from the US. XI, however, It loses witb the USSR. 
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THE CURRENT SITUATION IN IRAN 



1. Political Situation. 

Iran's political ©tabLUfcy increased consider- 
ably Awing the spring of 104B. Up through 

late 1948, the disunity and Inactivity which 
had long hampered governmental processes 
continued in eHect. The Majlis—free of any 
checks on iU authority, beset with intrigue, 
and devoted to the self-interest of Its mem- 
bers— remaiaM deal to pleas that It pass 
needed legislation and continued to snipe at 
the governments it had put in office. When 
a new government under Mohammad Saed 
took office La November 1948, it required more 
than a month to obtain mm a bare vote of 
confidence from the Majlis and appeared 
doomed to even quicker frustration than 11$ 
predecessor, the Abdoi Ho&seln H&jir govern- 
ment, which had bees able to accomplish vir- 
tually nothing during Its five months In office. 

During the next few weeks Sued was able to 
line up the support ol most of the groups in 
the Majlis, including the largest faction, that 
of t oraier Prime Minister Qavam es Sultaneh, 
and he succeeded in getting the Majlis lo ap- 
' pro^e the government's budget for the remain- 
log four months of the fiscal year — an achie? e- 
ment oo other government had made in years. 
Before Saed could make further progress, how- 
ever, ids coalition became embroiled In a dis- 
pute hetwocn the forces of the court and those 
of Qavam, who was attempting to win exoner- 
atloa tmm charges of malfeasance. (The 
Shall, ambitious for himself and for Iran, be- 
caroc more Impatient than e?er over the short- 
comings of constitutional government) 
Me;mwiille, the continuing stagnation of gov* 
era meat w&s partly responsible for the resnr- 
yencc of the pro-Soviet Tudeh Party, which 
had beco rapidly gaining strength during 
1948. 

These tendencies toward disintegration 
were abruptly checked by the attempted as- 
sassination of the Shall on 4 February 1949. 
Although it has been established that the 
would-be assassin was an adherent of the Tu- 



deh Party as well as a reporter for the news- 
paper of a fanatical Moslem society, the at*, 
tempt itself, while probably inspired by Tudeh 
propaganda, appears to have been an net of 
individual terrorism rather than part of a 
widespread plot In any event, it provoked no 
outbreaks on the part of dissident groups in 
the population, The attack, nevertheless, had 
a profound effect on the political community 
and provided the regime with an opportunity 
for strengthening its position. The govern- 
ment took the occasion to crack down on its 
opponents and gradually extended martial law 
throughout most of Iran. The Tudeh Party, 
charged with responsibility for the attempt 
on the Shah, was immediately outlawed,, and 
several hundred of its key members were ar* 
rested, although about twenty of the party's 
top men escaped* some reportedly to the sanc- 
tuary of the Soviet, Embassy. The govern- 
ment also moved to deport Its principal re- 
ligious opponent, the fanatical MuHah Kas- 
hani, and to apprehend other non-leftist op- 
ponents of the regime. Qav&m, the only polit- 
ical fliruFe capable of rivaling; the Shah in 
political power, found it' expedient to depart 
for Paris. 

Other changes in Iranian political life took 
place hi the wake of the assassination at- 
tempt: the friction between the Shah and the 
Majlis (wiiich had often left the prime minis- 
ter In the middle) was eased; the constitu- 
tional framework for effective government was 
strengthened; and the stalled legislative ma- 
chinery was set In motion. It was at first 
feared thai the Shah, who had at various times 
during the previous year tried unsuccessfully 
to obtain greater powers, would take advantage 
of the situation to seek dictatorial authority. 
Instead, however, he shrewdly called in a rep- 
resentative group of elder stat^men and eo- 
listed their support and guidance for a mod- 
erate constitutional reform program, which 
would be effected by an elective constituent 
assembly to be called for the second lime in 
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the forty- three years of the constitution's ex- 
istence. 

1m a burst of energy which would have 
seamed impossible six months previous, the 
M&] lis: (i) extended Prime Minister S&ed a 
nearly unanimous tote of confidence (thus 
strengthening the governments hand In the 
difficult negotiations with the Anglo-Imal&tt 
Oil Company about to take place); (2) ap- 
proved the long-discussed Seven- Year Plan 
bill far economic development: (S) authorised 
convocation of the Constituent Assembly asked 
for by the Shah: and (4), as final proof of its 
changed attitude, approved the bill as re- 
quested by the Shah for con?oldng a Senate. 
(When the Ma] Us opposed an ill-advised gov- 
eramenf^sponsordd bUl drastically curbing 
freedom of the press, bowefer, it Indicated that 
Its cooperation did not extend to Indiscrim- 
inate approval of greater powers lor the Shah.) 
The trend toward cooperation was continued 
when the Constituent Assembly, made up 
largely of members of the Majlis and of other 
notables backed by the court-army group, ac- 
complished its task: in less than three weeks 
after its convocation on 21 April. 

The principal result of these events has been 
a shift in the balance of power from the Majlis 
to the Shan. Under the more important of 
the two constitutional amendments adopted 
by the Assembly (the other provides a regular 
procedure for making future amendments), 
the Shah Is authorised to dissolve Par- 
Uaroent— although not more than once on 
the same issue and new elections must be 
called promptly. As a result, he now has a 
constitutional weapon against dilatory legis- 
lators. The establishment of the Senate, 
half of whose members are to be named by 
the Shah, wiU also increase the influence of 
the court and wUl provide a counterwelgbt 
against factional irresponsibility. Mean- 
while, the new strength of the eouxt^urmy 
group will undoubtedly be reflected in the 
elections for the XVr MajUs scheduled to be- 
gin late in May— notwithstanding army as- 
surances that martial law will be lilted during 
the balloting period. 

Prime Minister Saed's position has also im- 
proved in the last few months. Despite his 
apparent lack of full support from the Shah, 



the smallness of Ms personal following, and a 
reputation for limited executive ability, Sacd 
has exhibited great skill and acumen In re- 
taining the support of the factions In the 
Majlis while cooperating with the Shah. Al- 
though a violent attack in the Majlis In April 
ag ains t Chief of Slaflf Rn xm a ra raised doubts 
as to the durability of political harmony in 
Iran, Saect emerged with a strong vote of con- 
fidence. He Ls currently faced with growing 
criticism over Iran's failure to obtain US aid 
comparable to that furnished Turkey, but this 
issue is unlikely to have any significant effect 
on the current domestic political situation, 
and Saed will probably retain office untU after 
the elections because of Ms proved political 
skiU and the belief o( many deputies that their 
best chance of re-election Mes In continuing 
to support Mm. Whether he stays on after 
the new M&JEs meets wiU depend for the most 
part on the Shah* 

The Shah is expected to taJce an increasing- 
ly active part in the direction of his country's 
affairs. He win support measures for social 
and economic improv emenfc and wW continue 
to maintain a stiff policy toward the USSR, in 
Une with the attitude he has consistently held 
In the past The increased influence of the 
Shall may aUenata ambitious political leaders 
anxious to dominate the Iranian political 
scene; at the same- time, it may encourage 
strong army personalities to press for & mili- 
tary dictatorship. 

2. Economic Situation* 

Iran's economic situation continues favors,* 
ble in certain important respects. Crop cob- 
di lions are generally good; government rev- 
enues, contrary to budget estimates, exceed 
expenditures; and the considerable revenues 
from Anglo-Iranian Oil Company (AI0C) op- 
erations arc expected to be doubled in the 
near future. 

Serious economic problems, however, per- 
sist, Despite a harvest in 1948 which w2s 
considered sufficient to meet the country's 
grab! needs, severe local bread shortages de- 
veloped, apparently as the result of hoarding, 
smuggling, and maJ administration- The gor- 
ernment was compelled to deplete Its skx±s 
In an effort to maintain supplies of low-cost 
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bread and was also forced to Import consider- 
able quantities of gram. Other economic Uts 
Include constant exploitation o! the peasants 
by landowners, a general low standard of liv- 
ing, high commodity "prices, low industrial 
wages, and chronic unemployment The ab- 
sence of serious unrest in the country Ladl- 
cat&s that thus far labor "has accepted these 
conditions with stoicism; nevertheless, the sit- 
uation is sufficiently dangerous for the gov- 
ernment to feel that, by u-ay of appeasing 
labor, ft must keep great numbers of workers 
nominally employed in the govenuoeoC fac- 
tories, an important factor in unprofitable 
operations. While the outlawing ol the Tu- 
deh Party has driven lis labor union acilFities 
underground, the Tudeh platform undoubt- 
edly still appeals 'to the workers of Iran, and 
the party will continue to be a force In the 
ranks of labor. The synthetic government- 
sponsored labor unions are vociferously antl- 
Tudeh but have developed no positive program 
designed to appeal to the workers. 

Recently there has been unexpected prog- 
ress toward setting in motion a comprehensive 
economic-development program. During the 
winter, an association of 03 "engineers, Over- 
seas Consultants Inc. (OCI). made surveys of 
the country and reported that a large-scale 
development program, properly administered, 
was practical in Iran. On 15 February the 
Majlis approved the Seven-Year Plan biU for 
economic and social improvement. The gov- 
ernment is tentatively authorized to proceed 
with executing a program involving the ex- 
penditure of $656 million,* The program will 
be financed partly through current revenues 
and partly through loans. The bill provides 
for the government to divert aU of lis oU rev- 
enues to the program; under terms now being 
offered by AJOC, these would approximate $75 



• The program Includes housing and murUdp&l 
Improvements, public- hc*llh measures, expanded 
education sO faculties, atut the construction of ko*- 
tmraeut bulklliigs; agricultural projects, and the 
importation of agricultural machinery fend ferti- 
lisers; expansion and Impravemsnl of r&Uroad$. 
r*ad£, pot is-, ajid airports; improvement and &xpan- 
stoD ©f industry gnd mining; formation af a gov- 
ernment pottqittum c&mpiLny to develop the oil re- 
sources In areas outside the ATOC concession; and 
the rtcqulpnicnt of the po^t and telegraph systems. 



minion annually. The btU also authorizes a 
ioan equalling some $140 million from the Na- 
tional Bank of Iran (Bank HeLU) and -.em- 
powers the executors of the program to nego- 
tiate a loan ranging up to $2§0 muHon from 
the International Bank for Beconstruetlon 
and Development (IBRO) t subject to the ap- 
proval of the Majlis. While IBRD has shown 
some interest in the program, it has refused to 
commit itself regarding a loan and has indi- 
cated that Iran must make specific requests 
on the basis of projects foBy blueprinted. 

Actual work under the program can begin 
once the Majlis Program Commission has ap- 
proved the recommendations of the Pl annin g 
Organization, and once the functional organi- 
sation ha^ been established- Delays will oc- 
cur and the Shah, while expressing a cteter- 
mination to carry out the plan, may hi some 
degree subordinate the Interests ol the pro- 
grain to those of the army. 

While the program appears sound, its suc- 
cessful execution will require close foreign 
supervision, both technical and financial, In 
view of local ^experience mid inefficiency and 
the prevalence of graft. FaHure of the pro- 
gram or protracted delays would result in 61s- 
UlusiomnfcnL and dissatisf action, which would 
seriously affect the stability of the govern- 
ment and would benefit the Tudeh Party In its 
attempts to orient the Iranian people toward 
the Soviet Union. 

3, Military Situation. 

Iran's armed forces,* the army and the 
gendarmerie, exert a major Influence on the 
life and stability of the country. Not only 
are they responsible for Internal security and 
the protection of the frontiers, but they also 

a Iran's reguiar £dtmt4 forces total about IJS.OOO 
officers snd men; of these about til ,000, Including 
around £00 naval and 2,200 air personnel, arc In the 
army and about 23,000 in the gendarmerie. Id addi- 
tion to these forces thft army has trained amd 
equipped a Durober of tribesmen && auxiliaries. A3 
part of Its aflorts to n&Ln tribal cooperation, the 
army command invited 300 tribal leaders to a scnea 
of conferences, demonstrations, and «xarcisc& held in 
Tehran during September IMS. The cffccUvcn&ts of 
this policy Is repealed bj Use unusual degree of 
tranquility prevailing (n tribal area-i and ih* 
assistance rendered the army hy tribesmen along 
the Soviet border. 
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play an Important role in the political life o£ 
the nation, Over wide areas, especially in the 
tribal districts, the army exercises — even In 
the absence of martial law— functions belong- 
ing to civil authorities, and exerts strong po- 
litical influence by interfertag in elections. 
The gendarmerie, which is at present under 
Ube Ministry of Interior and is therefore a dvil 
organization, * wields a similar tofliiencc 
through lis LoUmate contact with the popu- 
lation throughout the country* 

The anay # with the possible exception of 
minor elements, is loyal to the Shah, its Com- 
mander-in-Chief, and has a major part In 
maintaining Ms policies. The recently adopt- 
ed conciliatory policy toward the tribes has 
sot only enhanced the arrows ability to main- 
tain Internal or der and to resist Soviet efforts 
at penetration but has also secured additional 
support lor the Shah and the government 

The principal weakness of the armed forces 
Is widespread corruption, especially among the 
officers (attributable in part to their low pay), 
and a llMr for intrigue among higher officers 
who are rivals for power. The bitter feud be- 
tween the Chief of Staff, General R azroam , 
and the Minister of War, General Ahmadi* is 
a conspicuous example of this rivalry. De- 
spite Ahmarfi's efforts to unseat Razmara, who 
is considered to be Iran's most able officer with 
influence second only to that of the Shah* it 
is likely that Razmara wiH continue for some 
time In his present capacity, 

The Shah and the Chief of Staff are per- 
sistent in their desire to increase the size of 
the army, having named figures ranging from 
150,000 to 300,000, They claim that a sub- 
stantially larger army could effect a delaying 
action against armed aggression which would 
pro¥kie tunc for assistance to reach Iran from 
outside. This year's increased army budget 
($66 million as opposed to last year's $58 mJi- 
Hon) suggests that an expansion of the army 
is definitely contemplated or possibly already 
under way, 

The armed forces will be appreciably 
strengthened by US mJUt&ry equipment and 
supplies which commenced arriving in Iran 
in February. The material Calls short of 
Iran*s original request, however, arid consid- 



erable additional equipment would be required 
11 the army were increased even to 150,000 
men, 

The Shah and the Chief of St&jtt are also 
considering merging the bulk of the gendar- 
merie with the army,* If this merger is ef- 
fected, the &rmy*s influence in civil affairs wUJ 
be considerably Increased. WMle the merger 
muld conceivably strengthen the security of 
Iran by giving more unified direction to the 
armed forces, the proposal has been Inter- 
preted by liberal opposition elements m a step 
toward autocratic control and las such It 
could arouse considerable Animosity against 
the Shah and the Chief of Staff. TMs move 
would, moreover, readily lend Itself to propa- 
ganda orplotlaUon by the USSR It might 
also prejudice the continued existence of the 
US Military Mission to the gendarmerie, 
thereby reducing US contacts and IxuOuenee 
in Ix&hl 

Iran's armed forces are adequate for main- 
taining Interna] order* controlling the fron- 
tiers, mad suppressing any dissidents who un- 
der Soviet Inspiration might seek to enter Iran 
by force In order to overthrow the central gov- 
ernment or to detach the province of Azer- 
baijan from Iras— «o long, that Is, as these 
dissident elements ate not provided with 
strong armed support by the USSR Although 
the Shah Insists that the army would resist a 
Soviet invasion, It is unlikely that the present 
Iranian farces could ofler more than token 
resistance. If Iran's army were better trained 
and equipped, It might offer limited delaying 
action against such an Invasion. Further- 
more, U properly trained, organized, and 
equipped, selected army units could in coop- 
eration with the tribes carry on guerrilla op- 
erations In areas suitable to this type of war- 
fare, The scope and the effectiveness of such 
guerrilla activities would be dependent on the 



* The merger vas ftcty&uy effected on Z§ May. 
Under the plan (which is beu&g t&xtl&d out on t 
six- month Lrtol b&gfe iusd must tm atsthort^ed by the 
MaJLU before it oao take permaaeot effect), tht 
weh| B&sumes command of the entire gendarmerie* 
aUbough 4,000-5,00© members are to be detailed back 
to tbc clvtilao MltUftfcry of Interior for the exccyllao 
of eirii functions. 
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equipment and direction supplied by- the US 

or the UK." 

4„ Foreign Affairs. 

£L . Retatkms with the USSR and the US. 

The tactics employed by the Soviet Union 
against Iran daring the past months have 
netted the Soviets no tangible benefits. Meas- 
ures taken by the Iranian Government, on 
the other hand, have appreciably strength- 
eoed Iran's ability (at least temporarily) to 
counter Soviet subversive activities and to re- 
sist Soviet pressures. Iran's continued abU* 
It? to counter these efforts of the USSR will 
depend, in the long run, on the stcp^ the gov- 
ernment la&es to improve the lot of the muss es 
and on the degree of support given Iran by 
the US and the UTBL 

White the USSR has made no further de- 
mands on Iran by way of official notes since 
the series delivered during the first half of 
1948, it has maintained steady pressure by 
means of subversive activities and an intensi- 
fied war of nerves. Thus the Soviets aided 
the resurgent Tudeh Party to such an extent 
that by the end of 1948 It had developed into 
a serious threat against Iranian stability, and 
early in 1949 the government seized the op- 
portunity provided by the attack on the Shah 
to outlaw the part?. Furthermore, a ""Free 
Democratic Azerbaijan GoveramenMn~ExiIe ss 
was formed, according to the Soviet radio, by 
members of the defunct autonomous regime 
in Azerbaijan who had fled to the USSR The 
radio claimed that the governmeat-to-exUe 
would liberate Azerbaijan and reestablish a 
"democratic* 1 government there. Also, Soviet 
agents among Kurdish tribes la northwestern 
Iran and in other areas of the Near and Mid- 
die East have been agitating for the estab- 
lishment of a Kurdish national state.. The 
Idea of Kurdish independence has been played 
up by the Soviet radio and by clandestinely 
distributed literature; and it has been inti- 
mated that the Barmni Kurds, who during 
the latter part of 1947 fled from Iraq through 
Iran Into the USSR, would return forcibly at 
a propitious time. The USSR's war of nerves 
against Iran consists of a relentless radio and 
press campaign against the Shah, the gov- 
ernment, and US activities in Iran; armed 



attacks on Iran I nan frontier posts; ostentatious 
military maneuvers near tuo border; and vari- 
ous diplomatic maneuvers 

WhMc the Soviet campaign has caused con- 
siderable speculation and worry, Iran has no£ 
been intimidated by these tactics. Formerly 
wary of offending the Kremlin, the Iran-Lao 
Government has not only repudiated with 
vigor the charges put forth by the Soviet radio 
and press but has even accused the Soviet au- 
thorities of suppressing Individual freedom 
within toe USSR and has publicized the loci- 
dents along the border. Seven such incidents 
have been reported during the past nine 
months, and they appear to be of a more seri- 
ous nature than previous ones. The Iranian 
forces have resisted all these attacks, and th* 
Iranian Mgh command feels that the arm? 
win continue capable of containing such ^ 
tivitics and of frustrating any Kurdish separa- 
tist movement 

On the diplomatic front, there Is Utile doubt 
that the Soviets have attempted to buUd up a 
case for ln?oMflg Article VI of the 1921 Xrano- 
Soviet Treaty, which permits Soviet forces to 
enter Iran if It appears that the latter would 
be used by a third party as a base of operations 
against the USSK.* This third party bias fa«s 
Identified as the US on various occasloas—lii 
the series of Soviet notes delivered to Iran hi 
1948, Ln verbal statements by the Soviet Am* 
bassador In Tehran, and in newspaper articles 
and radio broadcasts. Although Iran has 
denied these allegations, the government has 
been concerned over the action which the 
USSR might take allegedly wilder the terms of 
the treaty. The Iranian Government has, 
however, been reluctant to file with the Secur- 
ity Council a record of Soviet Interference since 
1946, when the Security Council voted to re- 
tain the Iranian case on t ts agenda, AJ though 
such a mo^e by Iran might act as a deterrent 
to possible overt action by the USSR and al- 
though the US and UK assured Iran of their 
support In the Security Council, the Iranians 
consider that the step would be untimely And 
might even be provocative to the USSR. 



• A sufes&qwcni exchange of ootes defined ihe 
"thiid party" as partisans of ibe former regime ts 
Ru^a or a foreign power see3dng restoration of 
that regime. 
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While Soviet press and radio allegations re- 
garding US activities in Iran suggest that the 
Soviet Union is still intent on establishing the 
applicability of the 1921 treaty to the current 
situation, the treaty probably will not be in- 
voked at tii is ttme, Reluctance to invoke St 
may be attributed to the Sonet's concern oirer 
international reactions, and their conscious- 
ness of the spurt ousness of their claims, 
nevertheless, the possibility of Soviet military 
intervention can never be ruled out altogether. 

There are several other developments which 
have a bearing on current relations between 
the two countries. The Iranian Government 
in August IMS notified the USSR that the con- 
sular representation of the two countries must 
be placed on a reciprocal basis, The USSE in- 
formal the Iranian Government in March that, 
because o! Iran's hostile attitude, It w&s dos- 
ing all its consulates in Iran at onee and re- 
quested that Iran take similar action. Soviet 
Intentions arc, homevtr, obscured by the fact 
that thus far the USSR has proceeded to close 
but four of Its eleven consulate and has given 
no indication that it will close the remainder. 
Iran has only one consulate in the USSR (at 
Baku) ; this it continues to maintain.* 

With a view to eliminating one possible 
cause, or excuse, for incidents along the Soviet* 
Iranian border, the Iranian Government in 
^rly April considered requesting that the two 
governments jointly undertake to delimit those 
parts of the frontier winch are in dispute. Mo 
action has yet been taken In this matter. 

The departure of the Soviet Ambassador for 
Moscow in April may be without special signif- 
icance, but it is considered likely that the 
Kremlin is engaged in re-examining Soviet- 
Iranian relations for the purpose of determin- 
ing what tactics may be most effectively em- 
ployed against Iran. 

During recent months the Iranian Govern- 
ment has looked more and more to others for 
support against possible Soviet action. Al- 
though, spurred by the North Atlantic Treaty, 
it has considered strengthening the Saadabad 
Pact and forming a more extensive regional 



■*Tm Iranian foreign Minister hm now an- 
nbiirrtftd at a pr«&:.eanftrcnc€ that according to an 
SgMfMfeot bctwt^tt !**« and the USSR, the r&- 

.\pecrjvc consulates of both countries will be closed. 



pact, Increased US aid has been Its chief ob- 
jective. The Shah, the Chief of Staff, and 
other leaders have again end again cited the 
strategic importance of Iran and. its present 
vulnerability in an effort to obtain military 
aid from the US comparable to that gt?en 
Turkey so that the strength and efficiency of 
the army may be increased. Recently the 
Prime Minister personally directed a written 
appeal to the tJS for various categories of add 
aimed at Increasing the general welfare of the 
Iranian people. Thus the Iranian Goran- 
ment, while expressing gratitude for US state- 
ments mentioning Iran specifically as a coun- 
try in which the US is concerned, Is constantly 
asJdog for more tangible evidence that US 
Interest in the security of Iran is sufficient to 
provide a guarantee against Soviet aggression. 

b. Rttattons wi£h the UK. 

British poUey toward Iran continues to be 
generally in accord with that of the US S the 
UK strongly supporting US efforts to buUd 
up Iranian resistance to Soviet pressures. Al : 
though protracted negotiations between the 
UK and Iran concerning the Anglo-Iranian 
Oil Company {the UK's primary Interest in 
Iran) faa^e so far been Inconclusive, It Is ex- 
pected that agreement 'will eventually be 
reached greatly Increasing Iran's revenues 
from the company's operations. The British 
feared that their second most important in- 
f terest In the country, the Imperial Bank of 
Iran, might have to close its doors in view of 
stringent legislation proposed by the Governor 
of the Bank MeUI {the National BanJk of 
Iran), An agreement has been reached with 
the Iranian Government, however, which will 
enable the bank to continue to function satis- 
factorily. 

c. Relations with Other Middle Eastern 
States. 

Iran's relations with its neighbors continue 
to be friendly. Agreement has now been 
reached on the employment of neutral experts 
to rofcJke recommendations for distributing the 
Helmand River waters, a problem which has 
caused recurrent friction between Iran and 
Afghanistan, 

The matter of sub-surface mineral rights 
in the Persian Guar has sMU to be settled by 
the littoral countries. The possibility of a 



^ng e ' Ecr- 



.sswirr 



violent reaction in Iron, if the Saudi Arabian 
Government liad Issued without prior adirtce 
to Xrao a proclamation on Its claim, has beeo 
diminished by Iran's preparation of a similar 
claim for Its side of the Gulf. 

5. Probobte Future Developments 

The relatively high degree of Internal secu- 
rity now prevailing in Iran Ss expected to coa- 
Uhmh Government liability will probably be 
maintained at Its present level, find greater 
ftdmtoistarmtlire efficiency may -result from re- 
cent measures aimed at speeding up the opera- 
tions of the Majlis, WHIe tbe government 
will continue in the hands of the present rul- 
ing groups, the Shafa is espected to exert 
greater control than In the past Some prog- 
ress wfB foe made la enacting long-delayed 
social legislation and In blue-printing the 
seven-year eeooomle Improvement program* 
but serious delays may well develop in the 
execution of new laws and in the implementa- 
tion of the seven-year program. Should these 
delays be protracted, the Tudeh movement, 
which remains potentially a powerful force* 
and other subversive elements will gain In 
strength. They wSU And a fertile Add for their 
activities to growing popular discontent, es- 
pecially among the unemployed in industrial 
areas and among the people of Azerbaijan, 
where dissa tlsfac tton with the central govern- 
ment has long existed. 

Recent Soviet actions have further obscured 
the USSR's Immediate intentions toward Iran. 
While the BS3R*s Iranian policy is probably 
undergoing review by the Kremlin with the 
aid of Ambassador Sadchikov, any new tactics 
decided upon are not MJkely to be set In opera- 
tion until the outcome of the Conference of 
Foreign Ministers at Paris becomes manifest. 



It may be expected, however, that the USSR 
will maintain Its support of the Tud^h Party 
and other subversive elements and wUJ carry 
on Its propaganda directed toward undermin- 
ing the Iranlftn Government It will continue 
to promote nationalism among the Kurds and 
secesslonism among the Azerhaljanl& One 
of Its principal Immediate objectives will con- 
tinue to be the elimination of US influence In 
Iran and the re^estabilshmcnt of Soviet su- 
premacy hi the northern part of the country.* 
It may Increase Its mllitajy attacks along the 
Iranian frontier and its military operations 
In areas north of the border. The IBceUfaood, 
however, of an armM Invasion and of the oc- 
cupation of Azerbaijan and other northern 
provinces still seems remote, although the pos- 
sibility of such drastic action cannot he ruled 
out altogether. 

Iran will continue to resist Soviet pressure 
successfully, barring large-scale armed Inter- 
vention* The Iranian Government will 
strengthen Its alignment with the Western 
Powers, provided it Is sufficiently encouraged, 
Iran will, however, continue to be extremely 
sensitive to any fluctuations in US interest and 
support. It will persist In its appeal for di- 
rect aid, especially of a military nature com- 
parable to that allotted Turkey, (ft may also 
explore further the possibilities of developing 
a regional pact.) Lacking sufficient encour- 
agement from the US and UK, Iran may re- 
vert to a policy of neutrality or even feel com- 
pelled to enter into a disadvantageous arraBge* 
meni with the USSR 

* Tftfc &&otnol of AwrbaijaB, which contain one- 
fifth of Iran's papuJatlac find Is Its prtndpftJ food- 
producing are*, would **riausly endanger Ir&n'c 
existence m id todepeodcQt state. 
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THE TUDEH PARTY: VEHICLE OF COMMUNISM IN IRAN 



SUMMARY 



Although the now banned Tudeh (Masses) 
Party of Iran purports to be only a home- 
grown reformist movement of Marxist lean* 
lugs, it ls> for all practical purposes, the Com- 
munist Party of Iran. Party propaganda has 
consistently parroted the Communist line, 
while the party organization In the field has 
repeatedly acted to advance the Soviet In- 
terest The party machinery, organized 
along Communist lines of ^democratic cen- 
tralism," has been dominated from the outset 
by a combination of veteran Soviet-trained 
agitators and Marxist intellectuals, most of 
whom have been comrades In arms ever since 
they were thrown together In the prisons of 
Iran during the Reza Shah regime. There Is 
every indication that the Tudeh Party, like 
the openly Communist parties of other coun- 
tries, enjoys direct command liaison with the 
US3R 

The Tudeh Party is significant not only 
because of Its Soviet connections, which make 
it the logical nucleus for a quisling govern- 
ment should the USSR accelerate Its efforts to 
interfere in Inm, but also because of the head 
start it has obtained in rousing certain im- 
portant elements of the Iranian people from 
their political apathy. The other parties 
which have sprung up in Iran since the fall 
of the Reza Shah dictatorship are at present 
chiefly loose associations of notables, leaving 
the Tudeh Party as the only political group 
which has achieved any degree of genuine 
popular support. Although the Tudeh or- 
ganization has scarcely begun to organize 
Iran's vast peasantry, it has made notable 
strides In the towns, which constitute the 
principal centers of power and control in Iran. 
Utilizing the Tudeh-created Central United 
Council of Trade Unions, the party at one time 



had more than 70,000 members — about one- 
third of Iran's industrial population.— and has 
been particularly active in such key installa- 
tions as the Iranian State Railway, the Anglo- 
Iranian Oil Company, and government-owned 
factories, ■ ■ ■■ 

} Thus far the party has not been completely 
successful in capitalizing on its opportunities. 
Its various attempts to obtain power in 1946, 
culminating in the establishment of the Azer- 
baijan People's Republic by a Tudeh offshoot, 
proved premature; the party received a severe 
setback Just as its strength was Increasing 
most rapidly. In February 1949, when mem- 
bership was believed to number .some 25,000 
and the party's comeback' was far from com- 
plete, the Tudeh organization- was outlawed 
by the Iranian Government, and a number of 
its leaders were arrested (and later convicted) 
on charges of treasonable activity. 

Despite these reverses, the Tudeh Party will 
continue to be an important factor in Iran's 
future so long as the lagging of social and 
economic reform creates a reservoir of popu- 
lar unrest upon which to draw. While the 
party has been temporarily driven under- 
ground, it will undoubtedly proceed with ltj; 
announced intentions of carrying on the 
struggle, although the leadership may eventu- 
ally feel it, wise to set up a new organization 
ostensibly free of Communist associations. It 
is hardly likely that the Tudeh leadership has 
any real hope of gaining power through peace- 
ful means, especially In view of the tight con- 
trol over electoral processes exercised by Iran's 
present ruling class. As a more or less con- 
spiratorial group, however, the Tudeh organic 
ration is well fitted to further Soviet policy 
by undertaking sabotage, work stoppages, and 



Note: 



The Intelligence organizations of the Department of State. Army, Navy, aod ttae 
Air Forco have concurred In this report. IL is based o:i Information available to CTA 
is or IS May IMS. 
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THE TUDEH PARTY: VEHICLE OF COMMUNISM IN IRAN 



1. Historical Introduction. 

• The Tudeh (Masses) Party represents the 
culmination of a revolutionary movement ex- 
. tending as far back as the first decade of the 
twentieth century, when Rossi an radicals be- 
gan to use the liberal Iranian press then In 
existence to attack the Czaristreglme and to 

. prepare Iran for radical (joYernmcnL Follow- 
ing the Bolshevik seizure of power In Russia 
In. 1917, Communist agent activity In Iran 
Increased. A Soviet Republic of Gllan was 
proclaimed In 1920 and a Communist-backed 
revolt took place at Tabriz In 1921. Both of 
these revolutionary efforts/however, soon col- 
lapsed In the wake of the Treaty of Friendship 
signed by Iran and the USSR In 1921, and the 
Iranian agents of the USSR turned their at- 
tention to the organization of peasant and 
labor groups along the Caspian coast and at 
Tehran- These efforts were Interrupted ln j 
1929, when the autocratic regime of Reza 

^6hah suppressed the labor movement and ar- 
rested sorao fifty of its leaders, but they wera 
shortly thereafter resumed- " 

By the latter thirties the Soviet-trained rev- 
olutionaries had been Joined by a new class of 
opponents of the Reza Shah " dictatorship — 
Iranian intellectuals, many of whom had be- 
come converted to Marxism. The chief mem- 
ber of this element, a persuasive German- 
educated professor named Dr. Tag! Erani, 
was arrested along with a number of his fol- 
lowers in May 1937; In the so-called Trial of 
the Fifty-three * in November of the following 
year, forty-five of this group were convicted of 
receiving funds from the USSR and of Com- 
munist activity and were sentenced to penal 
servitude in the Qasr-e-Qajar Prison near Teh- 
ran. There, despite strict regulations, they 
managed to associate with the Soviet trained 
agitators who had been previously imprisoned 
and to obtain newspapers and study mate- 
rials. Although Erani died In prison, his fol- 
lowers, who had entered Qasr-e-Qajax Prison as 



■ Actually, only forty- nioc were tried. 



Inquisitive Intellectuals, emerged as a disci- 
plined band of Communists.'** 
. At the end of August 1&4.1, British and 
Soviet troops entered Iran, forcing the collapse 
of the Reza Shah regime. According to the 
Tudeh Party's own account. Its first organiza- 
tional meeting was held scarcely a month 
later, on 6 October, at the Tehran home of 
Solcyman Mohsen EskandarL- The prison- 
trained group of revolutionaries formed the 
majority of the party founders; at least throe 
of the five men at the original meeting had 
come recently lrom Jail, while most of the 
nineteen men who joined soon afterwards were 
graduates of the Qasr-e-QaJar Prison, released 
under a law passed 16 September granting 
amnesty, to political prisoners. 
■ At first set up as the Tudeh Stock Company, 
the group soon assumed the permanent name 
of the Tudeh Party of Iran, thereupon devote 
lng 1942 and most of 1943 to recruiting mem- 
bers, establishing a party press, and setting 
up connections with the labor movement and 
other front organizations. By early 1943, the 
party was publishing three dally newspapers 
in Tehran, had organized some twenty liberal 
newspapers Into a loose federation known as 
the United National Front (later Freedom 
Front), and had fostered the establishment of 
the Central United Council of Trade Unions. 
By the fall of 1943, when elections for the 22V 
MajUs began, the party was ready for Its first 
real test. 

The party made a strenuous effort In the 
Majlis elections and demonstrated far greater 
strength than had been expected, particularly 
in the north, where the Soviet garrison com- 
manders gave it useful (although less than 
maximum) support. Nine deputies, includ- 
ing six members of the party Central Com- 
mittee, were seated under the Tudeh label 

*• Ja'far Pishevaii, one of the older group of 
prisoners. ULcr wrote of the Enml £iotip: -rbcy 
learned from us how to resist and endure . . . Doc- 
Ions and professors who were the intellectual* .of 
Iran acted U):* trained political wRrrLorx" 
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(Ja'far Pisbcvari, Jater head of the free Azer- 
baijan regime, was elected from Tabriz but 
the Majlis refused to seat him), whUe an addi- 
tional seven deputies are bcli erred to have been 
covert members of the party. This small 
Tudeh "fraction" in the MaJUs— *nore alert, 
more skilled in debate, and more sure of pur- 
pose than the other deputies — was very out- 
spoken In the chamber and did much to ob- 
struct the legislative process. Meanwhile, the 
Tudeh organization In the' field worked to 
strengthen Its hand In preparation for the 
Soviet-directed attempt to shatter the Tehran 
government's authority which was made at 
the end of the war." 

At the end of September. 1945 a group of 
Tudeh-backcd army officers began a prema- 
ture revolt in -the Khorasan area cast of the 
Caspian Sea. Meanwhile, however, the very 
active Tabriz section of the party had set It- 
self up as a new and nominally distinct organ- 
ization, the Democratic Party of Azerbaijan, 
and had begun Its agitation for autonomy. 
By the spring of 1946 the Iranian Government 
was confronted with Soviet-backed autono- 
mous regimes in both Azerbaijan and Kurdis- 
tan, new Tudeh agitation in Khorasan and 
along the Caspian coast, Soviet demands for 
an cdl concession, and strong opposition from 
the righU wing, politicians. The term of the 
XIV Majlis was ending In confusion. Its final 
sessions left quorumless because of the Tudeh 
demonstrators massed before its meeting 
place. 

Prime Minister Qavam, enabled to act free- 
ly by the adjournment of the Majlis on 1G 
March, turned first against the so-called reac- 
tionary element in the opposition, arresting 
Sayytd Zia ad -din Tabatabal and General 
Hasan Arfa and ending the activities of Say- 
ytd- Zia's allegedly anti-Soviet National Will 
Party. Toward the USSR and Its supporters, 
Qavam adopted a conciliatory policy, with an 
Immediate view to obtaining the evacuation 
of Soviet occupation troops from Iran. In 
Mazandaran the Tudeh Party proceeded to 
arm the workers, to take over the governments 
owned factories, and to police communiea- 
tions. The Tudeh-backed Central United 
Council of Trade Unions sponsored a rash of 
unauthorized strikes, Tudeh members seized 
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factories at Isfahan, and party speakers at 
Abadan heaped abuse on the government and 
the Anglo-Iranian Oil Company, an without 
governmental opposition. In June a prelim- 
inary agreement was reached between Qavam 
and . the "Azerbaijan Democratic .XJovern.- 
ment/' while Abbas Esk&ndart, brother of the 
Tudeh Party leader, was named mayor of 
Tehran; In August, Qavam named three prom- 
inent Tudeh leaders to his cabinet, thus enabl- 
ing them to place loyal followers in Important 
government posts, even in such former right- 
wing strongholds as Yazd and fcerman. 

The mushrooming of Tudeh Influence was 
soon checked, however. -Qavam was already 
becoming annoyed with the Tudeh Party be- 
cause of its pressure for, ratification of the 
Soviet oil concession agreement and" for spe- 
cific concessions in the forthcoming elections, 
and when the powerful Qashqai tribes openly, 
rebelled against the ascendancy of T^ideh 
leaders in the government, he moved efTec- m 
.tively. Quickly making an agreement with 
the Qashqais, he dismissed the Tudeh mayor 
of Tehran, forced the Tudeh members out of 
his cabinet, and stressed the rapid expansion, 
of his own newly formed political .party, the 
Democrats of Iran. With much of the. liter- 
ate population rushing to Join the hew party 
and sentiment in favor of the , Azerbaijan 
regime fading, the government became bolder. 
Within a month after a Tudeh-sponsored gen- 
eral strike took place in Tehran on 12 Novem- 
ber, the Tudeh press was suppressed, and on 
13 December the Azerbaijan regime collapsed 
In the face of government troops sent in to 
supervise the elections there. Some of the 
Tudeh -dominated factories were occupied by 
troops, scores of Tudeh and labor leaders were 
arrested, and in several towns the Tudeh party 
and labor clubs were closed. 

The party reeled before these blows. Its 
leaders faded briefly from sight and then an- 
nounced that the party would boycott the 
coming elections, A period of soul searching 
followed. Moderate members deserted to the 
Democrats of Iran, while some of the intel- 
lectuals issued pamphlets attacking the radi- 
cal end "ill-defined and disorganized course" 
of the party. On 1 January 1947 the Central 
Committee was replaced by a Temporary Ex- 
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ecutive Council, and the Tudch leadership 
confessed that the party, by encouraging 
quantity rather than quality, had granted 
membership to corrupt opportunists and ad- 
venturers who had Ignored the instructions of 
the Central Committee and Injured the feel- 
ings of many of their follow countrymen. 

The party began the long road back by with- 
drawing Into reorganized local cells, which 
operated quietly and without publicity. How- 
ever, the national organization slowly began to 
revive. As early as June 1947 Qavam allegedly 
offered cabinet positions to the party, and dur- 
ing the fall of 1947 — particularly after the 
passage of a general" amnesty bill by the 
Majlis-Mncmbers of the old Democratic Party 
of Azerbaijan drifted back into the Tudeh or- 
ganization; The mohafirs ("emigrants"— 
supposedly Iranian nationals returning after 
residence within the USSR), sifting down from 
the northwest, were especially successful In 
penetrating the Iranian State Railway. In 
November the leader of the trade union con- 
federation was released from prison, in Decem- 
ber the Tudeh Youth Organization reopened 
Its club at Isfahan, and on May Day 1948 the 
party's Annual Congress named a new Cen- 
tral Committee, in which all of those who had 
been dropped after the near-debacle of 1946 
were reinstated in power. 

The party was not officially represented in 
the Majlis, but it began to play an increasingly 
strident role In public affairs through the me- 
dium of its revived and revitalized press. Dur- 
ing August 1946 the party leaders made a for- 
mal presentation of demands to Prime Minis- 
ter Hajlr and during the fall of 1946 its press 
attacks became increasingly " bitter. Mean- 
while, the party was obviously gaining 
strength with each passing month and, by its 
collection and storage of arms and vehicles, 
was apparently preparing for soma sort of 
direct action. 

The revival of the Tudeh Party was abrupt- 
ly halted, following the attempted assassina- 
tion of the Shah on 4 February 1949, when 
martial law was proclaimed throughout the 
country, the Tudeh Party was officially dis- 
solved, and some five hundred Individuals were 
arrested on the ground that the party had 



been involved in the assassination plot.' On 
23 April the trials of some fourteen leaders 
and seven lesser lights ended withnlneteen of 
them sentenced to terms of one to ten years. 
On 18 May eight leaders (seven of them mem- 
bers of the Central Committee) tried in ab- 
sentia, were sentenced to death, while nine 
other party members were-scntenced to terms 
of five to ten years. * -" •. . 

Despite these blows, the* Tudeh Party con- 
tinues to represent a significant threat to Ira- 
nian stability. By virtue of its broad popular 
appeal and vigorous organizational methods, 
it Is the only contemporary political organiza- 
tion in Iran which has achieved any real de- 
gree of support among the people. - Moreover, 
despite its pretense of being- paly ^a national 
reform movement, the Tudeft Party is, for aU, 
practical purposes, the- Iranian Communist 
Party and is unmistakably under Soviet in- 
fluence. . . *- ■- 

2- Formal Program end Potky. 

Ostensibly, the Tudeh.'Party Jjj merely a Ub- 
exal reform organization; the party leadership 
has taken pains to cohvey the ^presston that 
the party wishes only to effect the social and 
economic reforms. whlchmost Western visitors 
would admit were necessary in Iran.^ (A sim- 
ilar tactic was adopted by the Democratic 
Party of Azerbaijan, which* took a moderate 
line until its assumption of power enabled' It 
to start an extremely radical program.) The 
Tudeh constitution** adopted at the first party 
Congress (1-12 August 1944) lists as funda- 
mental aims that the party: (i) represents 
the oppressed classes of Iran; (2) stands for 
the Independence and' Integrity of Iran as 
against colonialism; <3) favors international 
cooperation toward the attainment of world 
peace; (4) Is a partisan of a truly democratic 
government; and (5) is dedicated to the re- 
placement of outmoded economic systems 
with a progressive organization beneficial to 
the majority of the people. The party pro- 
gram calls for freedom of thought and expres- 
sion, racial and religious equality, universal 
free elections, reform of the judiciary, and 

*The government announced, however, that Ji 
would not attempt to prosecute or dinar y, rank-and- 
ulc members or the party, 

*• See Appendix A, 
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repeal of laws unjust to the masses, while the 
party has also advocated such objectives as 
the eIght"hour day, recognition of the rights 
of unions, social Insurance, protection of 
mothers and children, and legal and social 
equality for women. Although most of Its 
platform relates to the laboring classes. It has 
asserted that It Is not merely a party of the 
Workers but the spokesman' for 90 percent of 
the nation. It has repeatedly stated that it 
vox&s to uphold the Constitution, Is in no way 
opposed to "constitutional laws," and **has no 
quarrel with the principles cf prWate owner- 
ship." 

Apparently nothing has angered the leaders 
of the Tudeh Party so much as the accusation 
that the party is Communistic -and has .ties 
with the USSR. Statements In Tudeh news- 
papers and books stress the democratic anti- 
fascist, and anti-reactionary character of the 
party. The official line is that the party Is a 
native organization, working for the good of 
the Iranian nation, which is not and will not 
become Communist; "If our party publishes 
-pro-Soviet articles, it Is because the Soviets 
fight wen against the fascists." * In 1947 the 



♦ Rahbar, 7 May IMS; 
- There secma to be an established opinion that 
the Tudeh Pmrty Is an orson of Soviet Commu- 
nist* . . . Why conduct a one-sided policy? Why 
think that ercry communtat wants only the Incor- 
poration of other countries Into the Soviet Union? 
Tut Tudeh w^rki for the Iranian nation, for the 
maintenance of our own constitution ... If our 
party publishes pro-Sonet articles, It is because the 
Soviets flfht well against the fascists. We axe mre 
that the Soviet got eminent neither intends to In- 
troduce bolsnevUt eoTemment In Iran, nor to oc- 
cupy Iran." 

The pamphlet "Know the Tudeh Party" (Tehran. 
1944) contained the similar assertions that: 

The statement that the Tudch party of Iran has 
communist connections, a statement that the group 
of Sayyld Zla tad -din Tab* tubal] are spreading 
without reason to frighten the merchants and the 
capitalists, Is an error and tar from the truth . . . 
Wc believe that communistic and socialistic 
thoughts need special social conditions Which do not 
exist in Iran and Lf one day a communist party 
comes into existence in Iran that party will posl- 
tiTely not be Tudeh ... In our situation there arc 
certain uts with the Soviet (government and na- 
tions . . t (but] wc have confidence that the Soviet 
government, contrary to what Its enemies say. has 
no Intention or mafcLnir Iran boLthovtat nor or oc- 
cupying It." 
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Tudeh leadership felt compelled ("since the 
party is neither .communistic nor revolution- 
ary'*) to denounce the ^Mftrxlrt Trotslcyites" 
within its ranks as representing a "left devia- 
tion."^ Since then, however, the. Tudeh 
Party has devoted less energy to denying any 
ties with the Soviet Union and more energy 
x to attacking the "enemies'* of the USSR. 

The Tudeh Party's real hias, while vcDed in 
its statement of domestic aims, Is made ap- 
parent In its published statements regarding " 
the major outside powers. The *V">ipi atti- 
tude of the party toward the US and the UK 
was at first mild; in 1944 It spoke of establish- 
ing a government "on the type of the Bn g H- tf i 

* and American democracies," while the party 
leaders then appeared to .view the US with a 
certain amount of good win. However, the " 
party line soon thereafter began to harden, 
first against the UK and then against the US. 
Against the British, the Tadeh leaders devel- 
oped the theme df the "one-sided policy," 
arguing that the British had maintained dom- 
inance over Iranian foreign affairs and Ira- 
nian, politicians, particularly of the reaction- 

. ary element, ever since the pre-World War I 
struggle for Influence with Russia, and that 
a normal balance In Iranian foreign policy 
should bo reestablished by , development of 
friendly relations with the USSR, which had 
refrained from following the old Czarist policy 
of interference in Iran. In . more recent 
months the Tudeh Party has also attacked the 
British oq specific points, demanding that the 
Bahrein Islands in the Persian Gulf, whose 
ruler is in effect under a British protectorate, 

•• Analytic cf the CondUtons Of the Party, Teh- 
ran, I9i7. The writer assumes an air of er*at in- 
dignation over the attitude tflVAn by. the *MarxLrt 
TroLskyltcs"; 

"They *eie a left dcrUtion who wanted to E*ta 
control of the party by parliamentary mean-il 
They said that it was an aristocratic party and that 
It* leader j were not workers! They odd that the 
workers should hare all affairs In their own hand* 
and that they would revolt by founding a commu- 
nist party. They said that the Tudeh has relations 
with Imperialists but that they are connected with 
the Comintern, They said that the Tudeh party 
violated Marxist theories and was taken in by boar- 
fjeoti democracy! They made use of phrases of 
Marx. Bagels* Lcnln and Stalin 1" 

The writer cJosas by dung a passage from Lenin 
against such deriaUonlats. 
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be returned to Iron; Insisting that Iran re- 
ceive a much greater return from the opera- 
tions of the Anglo-Iranian OU Company; al- 
leging that the British-owned Imperial Bank 
of Iran is operated entirely for the benefit o( 
*be UK; stating that the Shah's visit to the 
XFBL In the summer of 1948 was for the purpose 
of receiving Instructions from the British; and 
repeating the common charge that many of 
the present "reactionary** leaders of Iran arc 
In the pay of the British. 

With respect to the US, the Tudeh Party's 
Initial good-will soon evaporated. Evidently 
fearing that the US financial mission (1943- 
45) might succeed in Improving the living 
conditions of the people, the party soon began 
to launch attacks against Dr. MiHspaugh, the 
director. The Tudch leader - Abd es-Samad 
Kambakhsh asserted in the Majlis that "Dr. 
Mlllspaugh was commissioned by certain cap- 
italists to destroy Iran's industries and agri- 
culture and in general the economics of the 
country, that he might provide markets for 
those capitalists after the war Is over/* 

Prom 1946 on, the party organs have par- 
roted Soviet pronouncements about the US, 
whether directly related to Iranian affairs or 
not A party directive of October 1948 or- 
dered that "the US in generai and US policy 
in Iran, with emphasis on the arms credit 
program in particular, should be the subject 
of severest press attacks." The party has 
argued that the plans of Roosevelt have been 
perverted and altered since his death (and 
the opinions of his former deputy, Henry Wal- 
lace, Ignored); has heaped criticism upon US 
aid to Greece and Turkey and on the liars hall 
plan; and has flatly accused the US of having 
an Imperialistic policy designed "to enforce 
American political, economic, and military 
rule all over the world/* * 



• Speech by Dr. lUutaanesh before Tudeh Central 
Committee, 27 October 1&4S. Radiasjacsh also 
charged that; "The World War ©oncers, the Wall 
Street masters, have started vast propaganda 
against the decisions of the Potsdam Confer- 
ence; . . . The American policy of expansion, which 
was dracKU\£ Britain and France alone U> their 
search lor dollar^ prevented the world, destroyed 
by World Wax H, from belnc converted Into a really 
peaceful uXilvQTEA." 



vf 



RET 



The party, is most vehement, as mipbt be 
expected, about US activities in Iran, it vig- 
orously opposed the US arms credit bill which 
was finally passed by the Majlis in February 
1948 and has consistently demanded dismissal 
of the US military missions to the Iranian 
Army and to the gendarmerie, alleging that 
US activities in Iran are part of a plan for 
creating military bases in various parts of the 
world and charging that airports are being 
constructed in Iran under US sxrpervision- 
According to the Tudeh doctrine, the ruling 
classes of Iran have decided to serve both the 
"British and the American 1m realisms' in 
Iran ... let one of them have a free hand 
In the army and gendarmerie and In the crea- 
tion of military bases; satisfy the other one by 
raising the exchange prices,- robbing the Ira- 
nian oil resources, and giving power to its 
agents." 

It is within this framework that the Tudeh 
Party explains its approval of the USSR; the 
party Is described as a partisan of friendship 
not only with the Soviets but with "an coun- 
tries opposed to imperialism and the wards of 
Imperialism in Iran." However, the charac- 
ter of Tudch leadership and organkatlon--as 
well as its attitude In practice— Indicate that 
the party is linked with the USSR In far more 
substantial ways. 

3, Party Leadership. 

From the very beginning, the Tudeh Party 
has been under the complete domination of a 
relatively small group of men, all of whom 
have long been linked with the USSR by either 
Marxist convictions or by actual training In 
the USSR The numerically larger element 
ui this group Is made up of Iranian intellec- 
tuals without direct ties with the USSR; in- 
cluded among the fourteen or more members 
of this group are at least nine European-edu- 
cated mtn who were first attracted to Com* 
munism through their advanced studies on 
the Continent or through association with Dr. 
Eranl, and also a few prominent figures such 
as the Eskandari brothers, who are related to 
the Qajar dynasty overthrown by the present 
Shah's father, the late Reza Shah PahlevL 
The second element in the Tudeh PArty lead- 
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ership is made up of such professional Soviet 
agents as Ja'far Pishevori, leader of the Azer- 
baijan regime, who has been active politically 
since 1913 and who was one of the original 
supporters of the Bolshevik Revolution; Reza 
Rusta, who was organizing peasant unions in 
OElan as long ago as 1922-23; and Ardesnir 
Oranesslan, who reportedly had already .grad- 
uated. from the- Young Communist School In 
Moscow when he was arrested for Communist 
underground activity In Iran In 19M. 

Despite the turbulence of the Tudeh Party's 
short history t the original group of leaders has 
remained more or less intact* thus .providing 
the party .with iymarkahle continuity of lead- 
ership. In early 1949, nine of the twenty-four 
survrfing^founder-menjbeiB were still, on the 
Central Committee, with others of the orig- 
inal group, notably Plshevari, Ovnnesslaii, and 
Rusta, unavailable ocuy because they had to 
drop from sight to. evade the police. Seven 
of these, nine survivors, all of wham have been 
members of. the party Secretariat, were mem- 
bers of . Dr; Eranl's original coterie during the 
1030's. A handful of later recruits did gain 
temporary prominence, but most of them (in- 
cluding "three deputies in the XIV Majlis— 
1944-iS^-Shahab Ferdows, Parvin Gunabadi, 
and Taggi Fedakar) hare since been removed 
from positions of prominence or actually dis- 
missed from the party. 

As would be expected, a few of the founding 
members scera to have dropped from sight, 
presumably as their native abilities or ideolog- 
ical convictions proved Inadequate for the de- 
mands of leadership, but there Is no evidence 
that any of them were purged from the party. 
Even after the establishment of the Tempo- 
rary Executive Council in January 1947, no 
reliable trained agents were expelled, and al- 
though Iraj Eskandari was allegedly subjected 
to oUscipUnary action he reappeared a year 
later as a member of the Central Committee- 
There is thus no basis for the fairly popular 
belief that events and the passage of time have 
altered the nature of the party — a belief fos- 
tered by a recent statement of Abbas Eskari- 
darl that the party, at first "composed of 
patriotic young Iranians who felt the need for 

i 



a social revolution . . . unfortunately fell 
under the influence of the Soviet Union . . /•♦ 
Although there are occasional reports from 
the field of disagreements within the leader- 
ship between a strongly pro-Soviet bloc and a 
less radical, more nationalistic group/* the 
Tudeh Party appears to have enjoyed- a great- 
er degree of Internal harmony than most Com- 
munist parties have experienced. Although 
the Intellectuals In. the hierarchy witn no di- 
rect contact with the USSR — Including many 
individuals who hare been well IDxed and re- 
spected; In Iranian public llfo — might he ex- 
pected to place Iranian Interests above those 
of the USSR, they have consistently been sub- 
servient to Soviet direction and have repeat- 
edly neglected the chance to shift from oppor- 
tunistic agitation to an attempt to push 
through a specific program of social reforms. 



• The eame belief b reflected In a" recent article 
by a trained British observer -who was m Tehran 
from 1943 until 1947: There li no doubt that there 
wis then. [In 1M2], and «ttQ is, a considerable 
group within the CTudchJ party'* ranks whose leJtt- 
wta£ view* arts not tainted with any cubserrlefloe to 
Soviet policy, though they have rarely been able to 
exert much Influence in Its councils . . / As the 
war drew near its close * . . the RucsUna began to 
look more closely at the Tucieh party as a possible 
Instrument of policy, [and] the more sincere ad- 
vocates of reform. If they did not actually leave the 
party, tost whatever Influence they had over its 
line of action," 

L. P. ElwcU^SuttOD, -Political Parties in Iran/" 
MtddU East Journal, January IW9. pp. 47 -M. 

■ • In the spring of LM7, prior to the arrival In 
Iran of a WFTU delegation. x>r. Boseln Jodat, the 
deputy Fedaltar. and one Tabriz! appeared to be on 
the point of attempting to form a more moderate 
faction in ihe par^ t but the arrival of the WFTU 
parLj made such a more Impractical. On 23 April 
1947 Fedakax was dismissed from the party. Later 
reports of dissension center about Khalll Maiefci, 
who darted the short-lived gpllntrr Organization, 
tht Tudeh Socialist Party, in January 1H*> During 
the fall of 1M7, Maleld reportedly forced a vote In 
the Central Committee on the question of Soviet 
direction of the party and there axe reports thAt 
members of MalefcT* faction were meanwhile at- 
tempting to gain promises of support from the gov- 
ernmental Ministry of Labor. In July 1948 a Sblrax 
newspaper stated lhat Malcti had tafceo a pro-Tito 
stand In opposing the Central Committee's .policy 
of cooperation with the USSR, although later, tn 
the spring of 1949, he turned up as one of the de- 
fease lawyers In the Tudeh trials before the Tehran 
Military Tribunal. 



k/r 



ET 



&£QfH ET 



NomlnaUy the head of the party Is lis secre- 
tary-gcneral-^a post held by Ira] Eskandari. 
from the founding of the party until 1046 and 
since thea by Dr. Reza Radmancsh, until 
March 1949 an engineering professor at the 
University of Tehran. However, field reports 
have suggested that liaison with the USSR 
and, in effect, over-«n control of the party, 
hare been carried on through a secret section, 
which, probably. Inclnrtea Ebsan Tabari, 
Ghazar Simonlan, and Kambafchah, and may 
also include Rusta and Oranessian. 

" Material at hand suggests that the prin- 
cipal liaison agent with the USSR, and thus 
the key figure In the Tudeh hierarchy, is 
KflTnhaVhsh« a member of a family closely re- 
lated to the de]iosed Qajar dynasty who stud- 
ied aeronautical engineering In Moscow dur- 
ing the 1920 f s f was Incarcerated for Commu- 
nist activity in 1933, three years after his re- 
turn to Iran as an Instructor In the Iranian 
Air Force, and helped organize the Tudeh 
Fart? following his release from 'prison In 
1941. Kamoafchsh reportedly went to Mos- 
cow via Czechoslovakia In 1946, but Is believed 
to have returned to Iran in early 194B; in De- 
cember 1948, a deputy to. the Majlis from 
Mazandcran stated that at least twice in the 
previous six months a Soviet plane had 
brought In Kambakhsh and a Dr. Jahanshalu 
to confer with Tudeh leaders. 

. The pattern established with other Commu- 
nist and Communist-front parties suggests 
that in the event of a floviotrsupportod Inter- 
nal upheaval, the overt leadership of the 
party— Dr. Radmancsh and his Intellectual as- 
sociates — would be used as a front during the 
opening stages of the action but then would 
be eliminated In favor of trained Soviet agents 
who had been tested on the revolutionary fir- 
ing lines and who would he less likely to have 
any scruples about Sovletizing Iran. Indi- 
viduals such as Rusta and PishevarJ, who have 
failed to carry out their assignments In the 
past, would probably not be given major posts. 
The leadership would probably be entrusted 
to such men as" Kambakhsh, although In the 
final stage control might well be taken over 
by any of a number of obscure Iranian-born 
Communist agents long resident in Moscow, 



Including such elusive figures as Lahuti, Ka- 
vian, and Sultanzadch. 

4. Organization.* 

a. The Forty Proper. 

Communist organizational concepts have 
been applied throughout the structure of tho 
Tudeh Party, the blueprint for which is con- 
tained In Ovanessian'fi short and largely the- 
oretical book. Fundamental* of the Organiza- 
tion of a Party, which/was first published In 
the Tudeh newspaper Raftbar In 1946, .Under 
the standard Communist concepts of "democ- 
racy" and "centralism/* wbich Ovanessian 
stresses as fundamentals' of organization to 
be followed as though they were "holy laws/' 
the national party organization Is a hierarchy 
on the Soviet model — nominally responsive to 
the will of the rank and file but In fact tightly 
controlled from the top. 

The basic organization In this structure Is 
the Annual Congress of the party, delegates 
to which arc elected, theoretically on the basis 
of one for each three hundred party members, 
by local conferences elected by ordinary party 
members for the purpose.'*- The Congress, 
after theoretically mating the major policy 
decisions for the year, proceeds to name two 
Interim bodies, the Inspection Commission 
and the more important Central Committee, 
which functions for the Congress while the 
latter body Is not in session. 

The Central Committee; to which about 
twenty members were named by the Congress 
of May 1948, conducts plenary sessions about 
once every three months, leaving the continu- 
ous direction of policy to a five-man Political 
Bureau or PoUtburcau, selected from Its own 
ranks. The Political Bureau, In turn, names 
three of lis members as a Secretariat, headed 
by the party's Sccretary-GeneraL 

In practice, as with the Communist parties 
of the USSR and other countries, the top 
leadership is self -perpetuating and virtu ally 
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* 6cc Appendix B for & more detailed UeaLmcot> 
** The size of the two "Annuil* Congresses held 
thus far. IW delegates for the first Congress which 
met 1 August lHi and IIS delegates for the meet- 
!n£ of May 19*8, do not furnish a reliable Indication 
of actual Tudeh membership. 
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free to set lis own policies. Judging by the 
two Congresses hold thus far, too party Con- 
gress, which meets only at the call of the Cen- 
tral Committee, Is an occasion for oratory 
,rathcr than decision-making and is expected 
to ratify not only the party hierarchy's deci- 
sions on policy bat also the new' slate of Cen- 
tral Committeemen named by the outgoing 
group. Even the plenary sessions of the Cen- 
tral Committee are sometimes held primarily 
for the issuance of a policy statement rather 
than for discussion, as when Dr. Radroanean 
In October 1948 delivered a long analysis of 
the world situation before the Third Plenary 

. Session of the Central Committee. Control Is 
centralized in the Political Bureau and In the 
Secretariat which performs the day-to-day 
superrislan of all party agencies- with the ex- 
ception of the Inspection Commission. 

An elaborate machinery has been set up 
under the Central Committee, Political Bu- 
reau, and Secretariat to direct party activity 
m the field. At the top of this administrative 
hierarchy are a number of staff sections with 

- broad functional responsibilities, the most im- 
portant of them being the Publicity Section, 
which Is responsible for all aspects of agita- 
tion and propaganda; the Organization Sec- 
tion; which would appear to be charged with 
selection, assignment, and promotion of party 
functionaries;' and the Defense and Security 
Commission (sometimes referred to as the In- 
telligence and Vengeance Committee), which 
has the task of defending the party against 
internal or external attacks. Tho Publicity 
Section Is a particularly vigorous agency of 
the party, being responsible not only for the 
publication of Tudeh newspapers, books, and 
handbills but also for the maintenance of 
party clubhouses, schools, and movie houses 
and the preparation of cell meeting materials. 
The Defense and Security Commission, which 
is apparently headed by the party Secretary- 
General, Dr. Rodmancsh, runs the party's 
courts and Is also probably responsible for the 
other secret police establishments which the 
party is known to maintain, Including a 
prison In Tehran, an espionage organization, 
strong-arm squads, and arsenals. In addi- 
tion to such major staff sections, other Ijodies 



have been set up to deal with special groups 
in the population, including the Tudeh Youth 
Organization, the Tudeh Women's Organiza- 
tion, a Feasants' Commission, and a Minor!-, 
tics Commission. II is probable that a Tribal 
Commission also exists. 

Tudeh Party organization In v the field Is 
based, on the hauza, or cell, which cft" t " lm 
between four and sixty, members normally. 
There appear to be three types of such cells: 
the guild or craft typo, used to organize such 
groups as chauffeurs and truckdrtvexs; the 
factory type, used to organise all the workers 
In a given plant; and the area type. There 
may also be special cells -for soldiers, peasants* 
women, youth, and for members of particu- 
larly secret party activities, la places where' 
party. membership is high, there is an inter- 
mediate organization, comprising between 
four and twenty-five htruza, known as a rdbaL 
These essentially local organizations are 
usually linked with national headquarters by 
a series of conferences and committees, on the 
model of the countrywide Annual Congress 
and the Central Committee, although in cer- 
tain areas only a skeleton mtermedlate organ- 
ization may be In existence. Relations be- 
tween the Secretariat and the party's local 
units are supervised by the Tehran Provincial 
Organization Committee, which maintains 
contacts with representative regional com- 
mittees on behalf of the national headquar- 
ters. 

b. The Central United Council of Trade 
Unions. 

A major position In the Tudeh organiza- 
tion is occupied, for all practical purposes, by 
the nominally independent Central United 
Council of Trade Unions (CUCTU) , which was 
organized In May 1943 by Rusta and other 
Tudeh leaders, many of whom had been active 
In the labor movement before Reza Shah 
clamped down on unionism in 1925. The 
CUCTU organization chart parallels that of 
the Tudeh Party — Including such agencies as 
a Central Executive Committee, a Secretariat, 
and an Inspection Commission -^and a num- 
ber of key individuals have held similar po- 
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sdtions in both organisations,* In February 
1947, after both the CUCTU and the- Iranian 
Government had Invited a delegation from the 
World Federation of Trade Unions (WFTtT) 
lo visit Iran/* Rusta was allegedly removed 
from his position as Secretary-General of the 
CUCTU and a -new Central Executive Com- 
mittee 4- eleetcd l, by the governmenUllrected 
workers, bat this switch had no lasting re- 
sults. Two of the three WPTU observers, a 
Soviet representative and a Lebanese Comnni- 
nlst> censured the Iranian Government for ex* 
lstlng labor conditions but made no comment 
on the CUCTU. . The British member of the 
WFTU delegation, however, reported that the 
Tudeh Party, and the CUCTU were "one and 
the came party;' adding that "all Jthose in the 
trade union organization called it the Tudeh 
union." ■ 

. .In the field, the CUCTU and the Tudeh 
Party have worked closely together in both 
labor organization and political demonstra- 
tions, and in general their fortunes have risen 
and fallen together. Originally set up in the 
textile plants of- Isfahan, the CUCTU grew 
steadily in sice as the war drew to a close, 
making particular progress along the Caspian 
fiea coast, in the Anglo-Iranian Oil Company's 
Installations, and in the state railroad system. 
Under Qavam's policy of cooperation with the 
Tudeh Party, a comprehensive labor law was 
enacted by cabinet decree on 18 May 1S46 and 
during the fall of the same year a Ministry of 
Labor was established — into which the 



• Although the rosier* of the Centra] Execulite 
Committee are not arallablc, RosU, Ira] Ksk&ndart 
and Sam&d HaJdnU. sil of the Tudeh Central Com- 
mittee, were CUCTU delegates to the VTTTO confer- 
ence in October IMS, and It \s known that other 
members of the Tudeh Central Committee have also 
ccrred with the CUCTU. 

••The Wfc'ru, at Its Paris Conference In Febru- 
ary 1947, accepted the Invitation, tunning a throe- 
man committee condsdng of the famous Lebanese 
Communist leader, MustoXo. Aria, as chairman, Petr 
A. Bodrov, of Soviet representative, and &d£&r 
PWlUps Harries, as British representative. The 
committee left Paris toward the end of February 
and v^ent to Moicow, where It remained lor come 
Ume. It arrived in Tehran in May 1947. 



CUCTU promptly arranged to Infiltrate Com- 
munist advisors.*" At the height of i(s power, 
the CUCTU boasted 186 affiliated unions and 
approximately 200,000 members. 

The CUCTU demonstrated Its strength dur- 
ing the summer of 1940, when its, xuemhen; 
seized the Isfahan factories fn defiance of a 
government order for a for^day alteration 
period and staged a short, but Violent strike 
at the Abadan Tanneries whJDc Its d*m^rn1 s 
were being considered by & special commis- 
sion at Tehran. However, Its visions of tri- 
umph were short-Hred- After the Tndeh 
members were' dropped from the cabinet in 
October, a new labor federation, the! Central 
Labor Syndicate, was established under Qa- 
vam's party, and after the CUCTU bad staged 
an unsuccessful general strike in Tehran in 
November, the government closed down the 
labor clubs, arrested or. dismissed scores of 
workers, and set about regaining control of 
the Mazanderan factories which the workers 
had seized. On 15 April ,1547, while the 
WFTU observers were still present, Rusta was 
Jailed on charges of embezzling one million 
rials in union funds and of indulging in vari- 
ous treasonable activities.. 

Since Rusta's arrest the CUCTU has been 
in a decline, despite the failure of the govern- 
ment-directed Central Labor Syndicate to at- 
tract worker support. Rusta was released In 
November 1947 on bail of one million rials 
supplied by Tudeh leaders, but he has neither 
been tried nor publicly active since then and 
is believed to be In the USSR He is prob- 
ably still titular head of the CUCTU, although 
there are Indications that Dr. Jodat or Mo- 
hammad Boggerati of the Tudeh Central Com- 



*•• During October 19i6, after the Iranian Got- 
crament had asked the French Ministry of Labor to 
supply three non-partisan French union leaders to 
advise the Iranian Labor Ministry, Atl£hetchJ of the' 
CUCTU wrote Rusta from Paris statine that he had 
Quietly arnuicod to hare two "comrades" (L«. Com- 
munists) named and hoped to be able to do the 
eame for the third position. The letter -was later 
icclzcd by Lhc Ir&nLui police. 
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mittee or a man named Rasulzadch may be Id 
active controls 

The CUCTU has been consistently pro-So- 
viet In the WFTCT, to^the October 1945 meet- 
ing of which It sent a delegation headed by 
IraJ Esfcandari when the government put 
Rusta In Jail and attempted to provide a dele- 
gation of its own. The WFTlX recognized the 
CUCTU as the sole representative of Iranian 
labor In the cummer of 1946, and In June of 
the following year censured the Iranian Gov- 
ernment for i€ anti^emocraUo* , anti-iinloii 
practices. 

c. Affiliated Organisations. 
' The Tudeh Party has been Involved with a 
number of other organisations, including sev- 
eral abortive regional groups similar to the 
Democratic Party of Azerbaijan; the Irano- 
Soviet Relations Society; the still active Re- 
venge Party, organized In Azerbaijan in 1947; 
and the Qoran Society, which was reportedly 
set up, as a cover for illegal Tudeh activities 
In the armed forces. Included among the or- 
ganisations which have been llnjced with the 
Tudeh Party are two more broadly based re- 
form parties which ultimately fell apart as 
the result of Tudeh* penetration: the Anti- 
Fascist Society; which was founded in 1942 
by Mostafa Fatch, the highest ranking Ira- 
nian 4>mclai of the An^c-Iranlan Oil Com- 
pany; and the Jangal Party, which re-ap- 
peared dining the winter of 1945 in Mazande- 
ran and Gil an provinces under the leadership 
of Esma'il Khan Jangali and was represented 
in the XIV Majlis by Musaflarzadch, a deputy 
from RashL The Anti-Fasclst Society and 
its newspaper Mardum soon fell under Tudeh 
control, with the result that Fateh resigned 
in October 1942. The Jangal Party fell apart 
during the critical fall of 1946, with the larger 
part of the membership uniting with the 
Tudeh Party." 

The only splinter party to emerge from the 
Tudeh ranks thus far is the Tudeh Socialist 

• According to a CUCTU statement of 29 January 
1^43 Uic organisation was headed by an Acting 
Committee. The jCTTCTTJ failed to elect a Central 
Executive Committee In May of that year, possibly 
because Rusta's followers wished to avoid an Inter- 
nal straggle with a faction headed by ooe^Sayyld 
B&gher Eta ami. . i 



Society, which was announced on 5 January 
1948, by twelve moderately important Tudeh 
leaders with the statement that they did not 
oppose the Tudeh Party but wished to pro- 
mote their own align tly different views. This 
group failed to get the trade union support it 
sought and vanished within less than a 
month, 

d. Soviet Cooperation tottfi Vie Party. 

A great number of organizational contacts 
exist between the Soviet agencies in Iran and 
the Tudeh Party. Although the formal rela- 
tionships involved cannot be precisely denned... 
it appears that Soviet guidance is extended 
to the party through the Embassy, and to a 
lesser extent through the Soviet consulates 
and satellite diplomatic establishments, while 
the more practical types of Soviet support are 
provided through appropriate Soviet commer- 
cial and cultural organizations in Iran. The 
assistance provided by such organizations is 
considerable. The Soviet' Hospital at Tehran 
has supplied the party with hetvsprint; 
rransovtrans has supplied weapons and ve- 
hicles, has transported individuals, and has 
maintained courier services; Iranian-Soviet 
Fisheries Company" has used its boats to 
smuggle individuals and weapons into Iran; 
and VOKS and Tass have supplied prop- 
aganda matcriaL A number of Soviet or- 
ganizations have supplied the party with fi- 
nancial assistance, and there is even a report, 
as yet unconfirmed, that the party receives 
(via the Chechoslovakian Legation) a monthly 
subsidy of 2,225.000 rials ($09,000) in cash or 
easily disposable merchandise. In Tehran, 
mohajxri have been supplied with second- 
hand clothing to hawk In the street and have 
received free meals at the Hotel Gilan-i-No 
against ration cards issued by the Soviet Em- 
bassy. Agents have been supplied for Tudeh 
organizational work; for example, a Czecho- 
slovakian Communist named Franz Jin gar 
has been active with the party at Isfahan, 
while a Russian-born agent named Hushangi 
was at one time the leader of organizational 
activity at Nowshahr, on the Caspian Sea. 
Finally, after the party was suppressed early 
in February 1949, the Soviets made available 
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the facilities of the Baku radio for long state- 
ments by toe Tudeh Central Committee and 
the Tudch Youth Organization proclaiming 
their- intention to cany on the struggle. 

5. Size and Character of Membership. 

Because of the marked fluctuations which 
have taken -place in the Tudeh Party's 
strength and the surreptitious quality ft pos- 
sessed even before Its recent dissolution. It Is 
difficult to estimate with any accuracy the 
number of supporters the party could muster 
at any tune. - The party was dearly never a 
true mass party; the best available estimates 
place its 1945 strength at 69,000 rather than 
at the 200,000 members (most of whom would 
presumably be also members of/ the Tudea 
Party) claimed by the CtfCTU at .the WFTU 
meeting of that year. Despite, the party's re- 
covery of ground following Its near-collapse 
in the winter of 1946-47, total Tudch-CUCTU 
active membership Just prior to the outlawing 
of the party in the spring of 1949 was prob- 
ably in the neighborhood of only 25,000, with 
the hard core of fanatic Communists number- 
ing somewhere between 100 and GOO. Some 
sixty percent of this membership consists of 
factory and railroad workers, with the remain- 
der scattered rather evenly through Iran's 
other social classes. The country's predomi- 
nant peasant population accounts for only 
about eight percent of the membership total, 
Tehran probably contains about half of the 
party's members, other centers of party 
strength being located at Abadan and Khor- 
ramsnahr. Isfahan, Mashhad, Qazvin, Ahvas, 
and Rasht* # 

Although these estimates class the Tudeh 
Party as a conspiratorial party rather than as 
a full-grown papular movement, they repre- 
sent — even in the party's present shrunken 
state — a notable potential strength at such 
key points as the oilfields, the railroads, and 
the factories, and among the intellectual 
classes. This strength is augmented by the 
existence of various categories of secret mem- 

* Sec AppcodUc c for discussion cl mfiniber&hlp 
estimate*. 

••There is prabibij »lso considerable partjr 
stccagtb In Azerbaijan, although ovart Tudeh-DPA 
activities have been banned there ever since IWfl. 
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bers or fellow travellers who might be ex- 
pected to assist the party openly in any new 
test. One group is exemplified : by, the two 
high-ranking Ministry of the Interior officials 
in Azerbaijan who suddenly emerged, as DPA 
members in 1945 and by the apparently seri- 
ous, conservative Anglo-Iranian Oil Company 
representative at an mJtexnationalpctrolenm 
conference who turned out to be a member of 
the Tudeh Party. ■ Another group consists of 
a number of intellectuals and socially well- 
placed opponents of the Pahlevi regime such 
as Mohammad Tagg5 Bahar, a poet-professor 
who is known throughout Iran as the "King 
of the Poets," and Manuchehr and Iran Tey- 
murtash, whose father was Minister of Court 
under Reza Shah. Both Manuchehr and his 
sister are violently antt-courL v " * 

6. Capabilities of the Party, 

Despite" the' fact that the iTujdeh' Party is 
for ' the moment officially defunct, with its 
principal leaders either in prison or in hiding, • 
.it continues to represent a major. -factor in 
Iran's political future, "is a conspiratorial 
body it already possesses both^ the .leadership 
and the organization required . to jiot np a 
quisling government under the protection of 
Soviet arms. Moreover, although the Tudeh 
leaders have thus far' been frustrated in their 
efforts to generate a genuinely large-scale 
popular following, they have succeeded in pro- 
ducing the biggest, the most cohesive, and 
the best organized of any of Iran's political 
parties; in a country where constitutional 
government has Just, begun to' emerge, theirs 
is the anJy political organization which has 
made any rcai headway in rousing the labor- 
ing population from its political apathy. 
There is little doubt that the party, under its 
former name or a new one, will resume its 
organization work at the earliest opportunity, 
regardless of whether or not it is restored to a 
legal status. 

The speed and extent of the Tudeh Party's 
revival will depend not only on the repressive 
acts on taken against it but also on social and 
economic conditions within Iran. So long as 
genuine social and economic improvements 
lag, the party's internal reform program will 
have an obvious appeal to ah" of the politically 
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conscious classes except for the more well-to- 
do, while the party's positive approach and 
conspiratorial organization will continue to 
provide an attractive antidote to the sense of 
frustration which pervades certain sections of 
the Iranian population today. These appeals, 
which are, counter-balanced somewhat by the 
Individualism of the Iranian and by the dls^ 
trust Inspired. by the party's obvious connec- 
tions with the USSR, . are act as yet strong In 
the hinterland. It Is doubtful that the party 
win be able to wean the major tribes away 
from their traditional loyalties * or that;. In 
the short run. It will have any notable success 
In stimulating, political consciousness among 
the peasants v?ho form the preponderant ele- 
ment In the Iranian population. Neverthe- 
less, over the next few. years the party may 
- well be able to build up considerably greater 
strength In the towns, which constitute the 
principal centers of power and control In Iran. 
For the future, the Tudeh Party appears 
committed to tactics of upheaval, not only be- 
cause of Its Soviet connections but also be- 
cause of the' Internal situation It faces. In. 
view .of the limited number of .districts In 
which the Tudch organization would have 
any real hope of commanding a majority and 
the tight control over electoral processes ex- 
ercised" by Iran's ruling class, It Is doubtful - 
that the party would bo able to gain control 
of the government through peaceful means 
In the foreseeable future. On the other hand* 



*Ttxt only exceptions arc such traditionally dis- 
contented minority groups as the Kurds, Oom- 
mnnlst agitation among the Kurds appears to have 
been carried out by Soviet agents directly, however, 
rather than through the Tudch organ tea Uoo, 



Its potential at such key points as the oil re- 
fineries, the state railroads, and the state- 
owned factories mikes It Ideally situated for 
attempts cither to Intimidate the government 
through political strikes or to provide active 
assistance to the USSR through, demonstra- ■ 
tions, riots, and sabotage. Tudch plans for 
participation In a Soviet-backed revolt (which 
are probably already In existence) may well 
contain provisions for breaking up -the party 
to provide new organizations suited to the ne- 
cessities of the moment The party leaders 
might thus decide to replace the Tudeh or- 
ganisation with regional separatist groups; as 
they did In Azerbaijan in 1946, or might feel 
it expedient to set up spllntergnraps, ostensi- 
bly free of the Communist stigma. In order to 
obtain wider popular support. 

Although the Tudeh Party would scarcely 
attempt to gain power without the active col-. 
IaborarJon of the USSR, in such a case the 
Tudeh leadership would undoubtedly attempt 
at first to portray Its relationship with the 
Soviets as one of friendly cooperation rather 
than subservience, particularly In view of the 
falling off In popular support which resulted 
from overt dependence on the Soviets In Azer-, 
baJJan In 1946, As the' party's control was 
consolidated, boweter, a period of reshuffling 
•would undoubtedly follow, In which the more 
Idealistic, fellow travelling clement In the 
hierarchy would be displaced and the Com- 
munist character of the top leadership re- 
vealed. In time, other changes might take 
place; control of the party might be assumed 
by obscure Iranian Communists long resident 
within the USSR 
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APPENDIX A 
CONSTITUTION OF THE TUDEH PARTY OF IRAN • 



Fundamental Amu of the Party. 

L 3nc Tudeh Party of Iran is a party of the 
classes who suffer oppression: the workers, 
the peasants* the liberty-Iorlng enlightened, 
the tradespeople, and the craf tsmen. 

2. The Tudeh Party of Iran stands for the 
Independence and Integrity- .of Iran and 
struggles against any form of colonial policy 
directed toward It 

3. rae Tudeh Party of Iran stands for 
. friendly cooperation with all , liberty-loving 

nations toward the attainment of the rights 
of peoples and the maintenance of world 
peace. 

4. The Tudeh Party of Iran stands for the 
establishment of government by the people 
and for a truly democratic regime. 

. 5. The Tudeh Party of Iran opposes such 
remnants of the outworn economic regimes of 
earlier society as pastoral economy and 
feudalism; it stands for a progressive economic 
organisation, based on the maintenance of 
benefits for the majority of the people of Iran, 



• As contained Lq The TtxLeh Parts of Iran; What 
Docs U Sap and What Docs li Want? Tehran, do 
date, -with the sanction of the Publicity Committee 
Of the Tudeh Part?." 



The Program of the Party. 

L. To straggle toward the establishment cf 
a democratic regime which shall .secure all 
Individual and social rights, such as the free- 
doms of language, speech, writing. Ideas, and 
assembly. 

2. To struggle 'against dictatorial and des- 
potic regimes. , 

3. To bring to an end the wilful deeds of the 
police and other public servants against the 
people. 

4. To set up a high court for trying trans- 
gressors against the rights of tne people. 

5. To establish the Independence of the 
Judiciary and to effect the legal separation of 
the Judiciary from the executive branch of the 

■ governments 

6. To eliminate all laws and regulations 
which have been enacted to- the harm of the 
masses. 

7. To revise the compulsory military service 
law In the Interests of the masses. 

S. To revise the electoral laws so as to guar- 
antee freedom of voting and of choice for the 
entire electorate. 

fl. To establish the complete social equality 
of all individuals of the Iranian nation with- 
out regard to race or religion and to grant 
religious and educational freedom to the 
minorities. 
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■The organization of tha Tuoch Party Is rep- sections of bwiior^'irr' the'paify; bV* directed 
resented graphically In the accompanying by a member of the Central Cbnnmttecv r ~ ■ " 
chart The data hacluded in the. -charts as 
veil as the discussion of party organisation 
in the body of this estimate, are mainly based 
on field reports and Ovanessian's Fundamen- 



tals of Vie Organization of a Party, which con- 
tains many specific references to the Tndeh 
Party despite Its • predominantly theoretical 
character. Notes to accompany the. chart 
foltow. . 

■ T. Centra! Control BooTes. 

cuAnmial Congress; .;'' 

Theoretically, the highest council of ; the 
"party. Delegates chosen, on call of the Cen- 
tral Committee, by regional conferences which 
are also supposed to draw up recommendations 
for the program of. the Congress. In effect* 
a rally of party leaders for, purposes of ratify- 
ing decisions of the Central Committee which, 
along with the Inspection Commission, the 
Congress : nominally selects. First Congress 
met 1 August 1944 with 164 delegates. Second 
Congress met I May 1946 with 118 delegates. 
(Each delegate theoretically represents 300 
members.) 

b. Central Committee. 

An Interim committee designated by the 
Congress to carry on the lather's functions 
when It Is not In session ; In practice, the party's 
real policy-making body. The Central Com- 
mittee's membership (about ten In the first 
Central Committee named by the 1944 Con- 
gress, twenty in the Committee designated in 
1946) is supposed to Include representatives 
of each large district or province, but most of 
the members are actually resident in Tehran.. 
Plenary sessions are held about once every 
three months with the Tehran group meeting 
about once a month. Party practice seems to 
require that most of the major operational 



'" c. Fol&tcdt Bureau (PdUtbureau). i**J"" " ii ,_ 

A steering «ur>^ommlttee of the 'Central 
Committee, consisting of" five key members, 
which meets several times a week to exercise 
continuous control over party ■activities; '** - 

:v.Tho: cxccutive-orjjraperTisc^vbo^jofvJQic 
party, made *up, of ^hree? members of. the Po- 
litical Bureau and Including the party's 7t#u,- 
lar head, the secretary-eeneraL 

e. Inspection Commission^. ■</ ,: lt:c 
* .- -. A.^eml-eecrot,body; : second ■ In Importance 
only to the Central <^mmittee;. which is siml- 
lariydesljmatedl^t^^^ualCcngr^ -Ap- 
parently "members c| the two commltteei often 
exchange, plaSes.in 'alternate ■. elections.' /Con- 
trols financial 1 accounts; Investigates tr^ coti- 
duct of party'membcrs, and checks the organ- 
ization of party agencies, „ 

/. Secret Section^ 

The liaison body between the Secretariat 
and agencies of the USSR .-. 

2, Operational Agonctes. 

a. Publicity Section. 

One of the most Important and perhaps the 
most active unit in the party organization. 
Charged with responsibility for all phases of 
disseminating the, party's message, following 
the Communist concept of agitation (directed 
at the general public) and propaganda (di* 
rccted toward party members). The section 
is headed by Ahmad Qaseml, a prolific dialec- 
tician, and has been highly successful In re- 
cruiting talent from the student-Intellectual 
class. Major activities include: (1) Publica- 
tion of the official party newspaper Mardom 
at Tehran and several provincial papers at 
such towns as Mashhad, Rasht, Tabriz, Tsfa- 
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han, and Shlraz; (2) production of handbills, 
leaflets, and a considerable number of books 
through tnc official ShaTavar Press, the Atcsh^. , 
Pre ss, an d the Taban Press, which Is used for '" 
CUCmJ publications; (3) management of the ^ 
Cinema Ehoxshld in Tehran and other- movie - 
houses specializing in Soviet films; (4) main- 
tenance of -party clubhouses; (5) the running 
of party schools; and <6) the procurement of 
study materials and speakers for local party 

o. Organization Section. 

An important body according to Tadeh 
statements, although little Is known about its 
precise responsibilities. Probably charged with 
personnel management, including establish- 
*rient of new organizations and the selection, 
-promotion, and assignment of party function- 
aries,"" '•" .*■■-.-' 

c Financial Commission. 

Tlie party treasury -has had' open accounts 
Trith the national Bank of Iran and probably 
also administers secret f undi v. 

^*d\ Dtf'ense and Security Commission;' - 
; .Apparently charged with party police, Ju- 
dicial, and military defense functions. 

■ e*. Administrative Commission. 

Exact functions not known. May be an ad- 
ministrative channel between various echelons 
of the organization- Reportedly runs the In- 
formation Bureau, which may be the distribu- 
ting agency for the Publicity Section's output. 

/. Membership CounciL 

Passes on membership applications. 

g. Peasants* Commission. 

Has not appeared active but is probably de- 
signed to set up a farm organization parallel 
totheCtJCTTJ. 

Jl Tribal Commission, 
Existence of such a body Is probable al- 
though not established. 



t Minorities Commission. 

Has worked most effectively with Armenians 
-'' ^Teacher and Student Commission. 
„. , The existence of such a commission Is sug* 
'gestca'ijy-'the party's success in the higher 
Institutions of education, although this field 
.may be coreied by an agency of the Publicity 
Section. * ;...' ; ; ■ :.:;■.: 

';* fc National Factory ^anizat^ 

. UtUetaown about this c^ganizatibn- Prob- 
.ably an agency fox coordination of Tudeh 
Party and CUCTtT policy on such matters as 
strikes and attitude toward factory owners, 

■'- £ Iranian 'state- Railways Central Organ- 
ization:'* v::-"- •">>■ ■ ■' • -.-. 

Probably parallel to National Factory Or- 
ganization* Vw ^ L - -. 

m, Tudeh Youth (Japan^-Tudeh). 
, ..Has shown, considerable, activity since 1947. 
Cells contain 2S40 members. ^ Boys given in- 
doctrination an4, military training, girls less 
specific instruction. 

n.. Tudeh Women's Organization (Tashki- 
laUt-Zanan-t-Iran). 

Not particularly conspicuous for Its activity. 
Has agitated for political rights and economic 
freedom for women. 

3. Local Organization*, 

Local organizations of the party consist of 
the hauza (cell) of usually four to sixty mem- 
bers, the rabat or grouping of four to twenty- 
five havza, and the town, district and provin- 
cial conferences, each of which has a control 
mechanism similar to that of the rmti^pp] 
party. Contact between local parties and the 
national party is maintained through the 
Tehran Provincial Organization Commission. 
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1. Strength. s t 

Estimates of the Tudeh Party'a strength 
vary widely. The figures used In the body of 
this paper — 69,000 members for 1045 and 25 r 
000 for early 1949 — represent the most reason- 
able appraisal of the number of Individuals 
who would be willing to assert their loyalty 
to the party at the risk of Incurring reprisals 
by the government or their employers- The 
1945 figure has been obtained from the best 
field analysis made at that time, that of the 
US Military Attache in Tehran. The later 
figure is based on the size of the; annual Con- 
gress of Jiay 1943, Each of 118 delegates the* 



oretically represented iOO members, making 
a tentative total of 35,400 members. A great 
number of delegated, hofrorer, probably repre- 
sented groups of less than 'SOQ xnentbexs, and 
though the pa^^-appears to hare grown be- 
tween the spring of 1MB and early 1049, a to- 
tal of 25,000 members appears to be the most 
reasonable estimate of party strength at the, 
time it was outlawed. It Is assumed that at 
any given time ; most;mernberfl.of'.the CGOI'U 
were also members of the Tudeh Party, which 
included, h(5]Kwer^ : a..jconslderahle .element 
which would not ; be, eligible F f or CUCTU mem- 
bership. Other available figures on Tudeh 
membership are listed below: 



Estimated Membership 


Year 


. 49,200 


1944 


69,000 


1945 


100,000 

(14,000 In Tehran) 


1945 


40,000 
(Tciiran only) 


1940 


250.0OQ (claimed) 
50,000 (hard core) 




75,000 




175,000 




35,400 


1948 


100-500 
(Communists only) 






Source dr'Baiis 1 
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Annual Congress had 164/delegates, : .each theoretically 
representing 300 members, 

MA Tehran, ft-89-45. 'The Tudeh Political Party," 27 
August 1945. 

Statement of IraJ Esk&ndart, then Party Secretary-Gen- 
eral, British report 5043, 21 February 1945. 

Statement of intelligence officer of US Persian Gulf 
Command, Washington Post, 5 March IQW. 

HL R Committee on Foreign Affairs, "National and In- 
ternational Movements, in, Communism in the Near 
East/ 1 Washington, 194& 

Ebon, M., World Communism Today, New York, 1949, 
p. 491. 

CIA report, "Tudeh Party/' 4 November 1948. Based 
on calculation of 1,400 cells at 125 members each. 

Annual Congress attended by 118 delegates, each theo- 
retically representing 300 members. 

Offi Report 4469, "World Strength of Communist Party 
Organizations," 1 October 1947. 
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2. Composition of Membership. of workers, 20 percent of Intellectuals, and 10 

The Tudth Party's secretary-general In IMS Percent of peasants. The estimated composl- 
then stated (British Report 5013, 21 February. . -. tion of the party In early 1949, on the basis 
1945) that 70 percent of the party consisted . of 25,000 members, was as follows: 







Percentage of 


Occupational Group 


Estimated Number 


Party Membership 


labor 


16,000 ; 


: 60.0 


(Factory, AlOC, railroad workers) 


; "IT 




Transport workers 


2,000 


8.0 


(excluding railroad men bat Including 






. taxi, carriage, and truck drivers, who are 




x* 


largely mohajtrt) 


. 


P 


Peasant formers 


2,000 


a.o 


Artisans ■ ■ . 


2,500 


10.0 


(Bazaar craftsmen, rug weavers, eta) 






MiddJe Class : 


2,500 ' 


10.0 


■ (Shopkeepers, government and private 






■ ■ clerical employees— largely Armenian) 






Army 


500 ' 


2L0 


Professionals 


100"" 


A 


(Doctors, lawyers, engineers) 






Intellectuals 


200 


-8 


(Teachers, Journalists, artists) 






Students 


200 


& 



25,000 100.0 
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APPENDIX D 
SIGNIFICANT BIOGRAPHICAL DATA* 



Zia-al-Dln AUUJDTt 

One of four brothers active in the TnaVh 
movement* Zla-al-Din Alamuti has achieved 
prominence primarily as an agitator among 
peasants and laborers In the Caspian area- 
Nothing Is known of his career prior to 1941, 
when he emerged (along with hls.brother Nur- 
al-Din, a former president of the Iranian Civil 
Courts) as one of the founders of the Tudeh 
Party. Alamuti was elected to the Inspection 
Commission In 1944 and was tho Tudeh leader 
at Chalus In late 1945. He has since been a 
member of the Central Executive Committee 
of CUCTU and the head of the Tudeh Pro- 
vincial Councils for Mazanderan and GUan, 
and he is believed to have headed the Peasants 
Organization of the party. He may have been 
re-named to the Tudeh Inspection Commission 
In May 1948. AlamnU was an official of the 
Iranian State Railways up to 1649, when he 
was arrested and tried along with other Tudeh 
leaders before the Tehran Military Court He 
was sentenced, on 22 April, to three years In 
prison. 

Alt Eozorg ALA VI 

Alavi has been active In the party from the 
start and Is believed to have played an Im- 
portant role In direction of the Tudeh Youth 
movement and the National Factory Organ- 
ization despite his lack of prominence as 
either a public speaker or agitator. Trained 
In Germany as an engineer, Alavi later worked 
for the German contractors building the 
Trans-Iranian Railway and taught in the 



# This appendix lLrt* onjy the 26 Individuals most 
prominently Identified with the Tudeh Party at 
pretext and d&aa not LoeJude data on secret agents 
or leaders who hate dropped out of right. A more 
complete listing, containing biographical informa- 
tion on nil known Tudeh lender*, will be found In a 
forlbcomlng publication of the Department of 
GUte, BT%a<3. ''Leaders and members of the Tudeh 
Farcy and xerUin Iranians encased In pro-Sorlet, 
actirlllcs." 



^German" Industrial School In Tehran, In 
1837 as a member of Dr. EranTc group, Alavi 
was sent to" Jan, where he' learned Russian and 
gained material. for a book of prison reminis- 
cences, and following his release In 1941 he 
helped found the Tudeh fcarty. Alavi was 
chosen to the Inspection Commission in 1944 
and was named to the Central Committee in 
1048. Alavi was one of those whose arrest 
was called for following the attempted assas- 
sination of the Shah In February 1949 and he 
is no w presumably In hiding. 

*A1 1 AUTF R 'iHr /ri 

'All AmirkhH ranks as one of the Tudeh 
Party's more effective organizers, particularly 
In his native Azerbaijan* and has consistently 
been high in party circles. Born in Tabriz 
about 1900, Amlrkhlzi speaks "fluent French, 
R u ssian, and Turkish and at one time was a 
teacher In the Tabriz schools.. His revolu- 
tionary career began under the Reza Shah re- 
gime, when he was a member of the opposition 
Mosavat (Equality) Party and served in prison 
for alleged Communist activity. AmirkhM 
was one of the founders of the Tudeh Party In 
1941 and was named to both the Central Com- 
mittee and the Political Bureau at the second 
party Congress in 194S. Amlrkhlzi was the 
titular head of the party's Azerbaijan organ- 
ization In 1945, when tne drive for autonomy 
started, and was active In the DPA's subse- 
quent assumption of power there, although the 
only office he held was that of a member of 
the Tabriz Municipal CdunclL He was active 
in fomenting disturbances in Mazanderan in 
early 1946. More recently, AmirfcbJzi has 
headed a number of organizing teams sent out 
to the provinces, In addition to being a proline 
contributor to the Tudeh press. In May 1948 
he secretly led such a group to Khuzistan and 
in September of the same year he headed a five- 
man delegation sent to Mashhad and other 
parts of Khorasan. In November 1948 he at- 
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tempted to reconstitute the Tudeh Party In 
Tabriz but was forced to leave by the police. 
His present whereabouts are unknown. On. 
18 May 1949 he was sentenced to death, in- 
absentia, by the Tehran military trlbunaL 

Gholain 'All BABAZADHH 
: .IJttlolstaoTroahcratBahamdeheixepttlmt 
he was named .to the party Central Committee 
In 1MB and Is presently miacoounted far In the 
roundup of Tudeh leaden began fn February 
1949. He was a speaker at the first confer- 
ence of the Railway Worker* TFnlon In the fall 
of 1946. 

Dr. Mohammad TtATTPAMT 

Dr. Bahxaml, a German-trained medical 
man who was director of the Health Organ- 
ization of the Iranian State Hallways as late 
as June 1948, Is one of the most prominent 
Intellectuals In the party. .A member of the 
Eranl group imprisoned after his return from 
Germany, and a founder of the Tudeh Party, 
Bahrami shares with Dr/ Badrnanesh, the 
party's titular head, the unique distinction of 
having been named to the party Secretariat 
in both 1944 and 1943. Despite Dr. Bahraxnfs 
high position In the party, his role appears to 
be that of a. policy-maker rather than that of 
an organizer, since there Is no evidence of his 
participation In party activities in the field. 

Mohammad BOQSRATI 

little Is known of Boqerati, who reportedly 
took over the leadership of the CUCTU follow- 
ing Rcza Rusta's arrest In April 1947, except 
that he is another veteran of Dr. Eranl's circle 
and of the Tudeh founding group and was 
named to the Central CommlUee In both 1944 
and 1948. Boqeratl was cited in April 1945 
for his leadership In Isfahan, suggesting that 
he may have been the party's original organ- 
ise* there. 

Abbas ESKANDARI 

A skilled debater of attractive personality 
long prominent In Iranian public life, Abbas 
Eskandari must be reckoned as one of the 
Tudeh Party circle despite his announced res- 
ignation from tbe party and his subsequent 
career as a nominally Independent deputy In 
the Majlis, The elder brother of the Tudeh 



Party's first secretary-general, Eskandari, was 
born about 1900 Into a branch of the now de- 
posed Qajar dynasty, and despite early success 
as an official spent the years of the Rcza Shah 
Pahlevl regime In exile, In prison, or In en- 
■ -forced residence in Tehran, He was listed as 
a Soviet agent as early as 1927. Although 
T*=v«nrtflH states that (after helping found 
the party and after editing;, the first Tudeh 
newspaper, Siasat, during 1942) he resigned 
from the party In 1943, he has since continued 
to further party Interests, In 1946 he was ap- 
pointed mayor of Tehran as the result of a 
bargain between Prime Minister Qavam and 
the Tudeh group, and though Qavam later 
helped him win election to the Majlis from 
Harnadan, Eskandari voted against <^avam on 
a vote' of confidence and has consistently op- 
posed every succeeding government He has 
been particularly outspoken against the Brit- 
ish In advocating return of Bahrein' to Iran 
and the cancellation of the AIOC concession, 
In December 1948 Eskandari Informed the US 
ESnbassy that he would welcome US economic 
aid for Iran, but there Is no more tangible 
evidence that any change In his pro-Soviet 
attitude has taken place. In February 1949 
Eskandari was granted a three-months leave 
of absence from the Majlis and Is now pre- 
sumably In Europe. 

Iraj ESKANDARI 

Although now resident In Paris, Iraj Eskan- 
dari, the Tudeh Party's first secretary-general, 
continues to be a major figure In the party. 
A member of one branch of the deposed Qajar 
line bom about 1905, Eskandari studied law 
in France and then went into practice In 
Tehran There he became a member of. the 
Eranl group and was Imprisoned with the 
others in 1937. Eskandari was one of the 
original members of the Tudeh group, along 
with his brother Abbas and his uncle Soleyman 
Eskandari (who would have headed the or- 
ganization but for his premature death) and 
in 1944 was named secretary-general as well 
as editor of the Tudeh paper Rahbar. In the 
previous year he had been elected to the XIV 
Majlis from SarL He headed the 1945 CUCTU 
delegation to the 1945 V/JbTU meetings and was 
appointed Minister of Commerce and Industry 
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la 1946 as part of Qavam's deal with the 
Tudeh group. Following the party's reverses 
daring 1946, Eskandaxl went Into a temporary 
decline; he was not named to the Temporary 
Executive Council set up hi early 1947 and was 
dropped -Iran Raftbor. Nevertheless, ho we* 
renamed to the Central Committee -(and the 
Political Bureau) In 1948 and he vu end of 
the. Tudeh leaders wanted by the police In 
their roundup of February 1949. In Fads he 
has allegedly been active among Iranian exiles 
and Is cald to hare been planning to setup a 
French dress. chop In Tehran as a cover for 
Communist activity. On 18 Hay 1040 he was 
sentenced to death, in absentia, by the Tehran 
military court* 

Dr. GboTnm Hosdn FUKUTAN (or FURTfTAN- 
RAD) 

A professor of biology at the University 
of Tehran, Dr. Furutan was named to. the 
Temporary Executive' Council of the Tudeh 
Party. In January 1947 and to the Central 
Committee In the f oliowlhg year and has been 
active In the party's Publicity Section, in 
February 1049 Dr. Furutan failed to heed 
orders to appear with other Tudeh leaders 
before the Tehran Military Court and In the 
following month was dismissed from his post 
at the university. 

Mohammad Parvln GUNABADI 

Gunabadl Is a leading Tudeh figure In Khor- 
asan, where he was born about 1900 of a 
family long noted for friendship with the 
British. A onetime teacher of Persian litera- 
ture at Mashhad despite a poor education, 
Gunabadl was named to the Tudeh Central 
Committee in 1944 and during the same pe- 
riod was a member of the editorial board of 
Rahbar, editor of the Tudeh paper in Khor- 
asan, and (for a time) head of the party's 
Publicity Section. Gunabadl was an unsuc- 
cessful candidate for a seat In the X3V Majlis 
from Mashhad in 1943-44 but was later elected 
from Sabzevar. His present activities are un- 
known* 

Samad HAKIMI 

UlUe information Is available about Baldml, 
a "driving instructor" and onetime member of 
the Tudeh committee at Pol-c-Safld who was 



\ SE 



/ 



elected to the party's national Central Com- 
mittee in 1948, Arrested In 1949, he was one 
of two Tudeh defendants acquitted by tbe 
Tehran Military Court on 22 April 

Dr. Hoscin JODAT 

Dr. Jodat, a professor of physics at the Uni- 
versity of Tehran's Engineering College until 
his arrest in 1949, is one of the more active 
members of the Tudeh hierarchy. Bom about 
1900 |n Azerbaijan, Jodat -was not one of the 
original members of the Tudeh leadership, 
although he was associated with the pro-Soviet 
Ettehad - Party In Azerbaijan T around "1920." 
However, he was elected to the Tudeh Central 
Committee in 1944 and reelected In 1948 and 
-he played a prominent role in the Azerbaijan 
regime as editor of the Ardabfl newspaper 
Jodat, as deputy and parliamentary commit- 
teeman in the autonomous parliament, and as 
Minister of Arts and Sciences in the Azerbaijan 
Cabinet ■JodatwasanwmberoftheCIJCTU T c 
Central Executive Committee (as wen as of 
the oflldal Supreme Labor Council) in 1947 
and Is one of those reported to have taken 
Rusta's place as head of the OTCXTL He was 
active in the Tudeh Youth organisation during 
1943. One of those tried before the Tehran 
Military Court In early 1949, Jodat was sen- 
tenced to five years In prison. 

'AM cs-Samad KAMBAKHSH 

Kambakhsb, who Is reportedly a member of 
the all-Important Secret Committee and pos- 
sibly the real leader of the Tudeh Party, has 
a long history of pro-Soviet activity. Born be- 
tween 1902 and 1907 into a family related to 
the deposed Qajar line of shahs, he attended 
the Soviet School In Tehran and studied aero- 
nautical subjects in Moscow before Joining; 
the Iranian Air Force as a pilot Instructor in 
1929. In 1933 he was arrested for Communist 
activity and remained in prison until 1941. 
when be became one of the founders of the 
Tudeh Party. Kambakhsh was named to the 
Tudeh Central Committee in 1944 and, after 
his election to the Majlis from Qazvtn during 
the same year, was an active member of the 
Tudeh bloc. He went to the USSR at the time 
of the collapse of the Azerbaijan regime In 1946 
but is believed to have returned In 1948> when 
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he was again elected to the 'Central Commit- 
tee. Since then he Is believed- to have oper- 
ated from thc^USSR, although he i may be In 
Paris at present" - He was pne'Of'thcTudeh 
leaders wanted by the police following the at- 
tempted assassination ol tiia-fehah ln^eafly 
1949 andbon IS. May was sentenced -to. death, 
tri o&itfnr^^jyjthe Tehran Mmtaiy -Court, ^ 

Dr! FerMon £ESHAVABZ ' ftl" ^ J : ""; !l : j^ 

Born about 1407, thf son, pf one of the tot 

men elected to the Majlis, Dr. Kesha vara Is. a 

specialist In .children'* diseases who received 

professional-training and experience In Paris 
before; hecoinmg*pnxfc5Sdr ; ot Jbygl^ne at the 
University of Tehran during the middle 1930's. 
An ;outstanding speaker, Dr. Keshavars Joined 
the Tudeh Party soon after JtwaffoundeoVwas 
elected as. a.Tiideh deputy fromiPahlevi ;in 
^943,. and ; was named : to.. t^c", Central : Com- 
mittee. In. 1944,- to the Ttoporary. Executive 
.Council in, 1947 > .and to :tho jrevlved Centra^ 
Committee- In 1948. ', He- was. editor ,of. the 
Tudeh- paper. Jtozm from -1944 through 1948 
and briefly held the Ministry. of. Education 
undar^Qavam in;-194fi. ... Dr.Keshavarz evaded 
surest by : the .police in the February - 1949 
roundup and In March 1949 was expelled from 
the University. He Is rumored to have taken 
refuge In the Soviet Embassy. On 18 May he 
was sentenced to death, w absentia, by the 
Tehran Military Court 

Nur-al-din KTUANUKI 

A senior lecturer on building and construc- 
tion and fine arts at the University of Tehran's 
College of Fine Arts until bis arrest In Febru- 
ary 1949, Ehianuri has been active In the 
Tudeh Party since 1944. He was elected to 
the Inspection Commission In 1944 and to the 
Central Committee In 1948 and ran unsuccess- 
fully for the XV Majlis In 1947. .. He was editor 
of the CUCTtTs newspaper- BcsJuw during 
1948. KhEanuri was sentenced on 22 April 
1949 to ten years In prison. 

KhaUl MALEE2 

KhaUl MaleM, who led the short-lived Tudeh 
Socialist Society In 1948, returned to the po- 
litical scene In 1949, when, after signing a pub- 
lished open letter congratulating the Shah 



on -his escape from death,. he appeared as one 
of the defense lawyers in the Tudeh trials. 
Born in 1905 and educated in B erlin, Malcki 
was a. close -friend of Dr. Eranl and was im- 
prisoned, in 1937 as one of "the 53." He was 
named to "the Tudeh Inspection Commission 
in 1944 and to the Temporary Executive Coun- 
cH In 1947; and-served under Keshavarx in the 
Iranian Ministry of Education in 1946. A 
irequcnt contributor to the party press, Malekl 
has been noted in Tudeh circles for his 
thorough grounding in *f<»-Hgt theory. 

AW'HoseuiKrjSHIN . ;:-.__,_' _. 

Playwright, director, actor, musician, and 
translator, Nushln Is one of the most notable 
figures In the Tudeh group; of which ho was 
one of the original members. Nushln has been 
active in the party leadership throughout its 
hlstory,,having been named member (and pes- 
elhly chairman) of the Inspection Commission 
in 1944, a member of the Temporary Executive 
Council in" 1947, .and a member of the Central 
Committee in 1$4B. Nushln helped set up the 
iranc-Soviet Relations Society, in 1943 and in 
1946 did -organizing work at Mmhbnfl while 
his Armenian wife. Lorotta acted as an an- 
nouncer for the Azerbaijan regime's radio sta- 
tion at Tabriz. Nushln is the founder of the 
Ferdowsi Theater tn Tehran, the most popular 
and modem in the city, which has specialized 
in the production in translation of European 
plays critical of the upper classes. Early in 
1949 the theater was closed by the government 
and Nushln himself arrested and later sen- 
tenced to three years in prison. 

Axdeshlr (originally Ardashes) OVANESSIAN 

Veteran agitator, author of the treatise on 
Tudeh Party organization, and one of the out- 
standing Soviet-trained leaders in the party, 
Ovanessfan was born between 1905 and 1910 
at Rasht, the son of a poor carriage driver of 
Armenian extraction. Educated at Tabriz, 
Ovanessian allegedly attended the Young Com- 
munist School at Moscow and then went to 
France before returning to Iran in 1933. He 
knows Persian, Armenian, Turki, and Russian. 
Ovanessian was arrested in 1934 as a member 
or the Communist underground in Iran and 
was exiled to the island of Qeshm Jo the Per- 
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sian Gulf until the general release of political 
prisoners In 1941, A founding member of the 
Tudeh Party, Ovanessian was elected to the 
XIV Majlis as an Armenian representative. in' 
1944 and in the same year was -named* to the 
Tudeh Central Committee. In August 1945 be 
organized a peasant rebellion In Azerbaijan" 
and later, after the Tehran police had found 
documents implicating him In a plot against 
the government^ abandoned his position In the 
Majlis, fled to Rasht, and eventually became 
Director General of Propaganda for the Azer- 
baijan regime. When the Azerbaijan regime 
collapsed he fled with Pishevari to the USSR, 
and although he Is believed to have returned 
to Iran In May 1947, he Is probably in the 
USSR at the present^ allegedly worldng with 
the Tudeh Secret Committee on liaison with 
the Soviets, He has been wanted by the Ira- 
nian police ever since the roundup of Tudeh 
leaders In 1045 began and on 16 May was sen- 
tenced to death, fa absentia^ by the Tehran 
Mill tary Court 

Ja'f ar PTSHEVAHI 

Ja'far Plshevari, head of the short-lived 
Azerbaijan Government and now allegedly 
leader of **Free Azerba^an l, elements In the 
USSR, has had a long and distinguished career 
as a revolutionary. By his own account, he 
was bom In the KhaHdial district of Azerbaijan 
In 1893, where he supported himself from the 
age of twelve and was a voracious reader until 
his entry Into active political life at the age of 
twenty. Editor of a paper called Horrh/at 
(Liberty) during the war years, Pishevari 
claims to have "had an active part In the 
liberation of the peoples of Russia" and was 
undoubtedly engaged In various Communist 
activities of the period. When the Jangal 
separatist movement arose In Gllan during 
1920-21, Pishevari became an active writer and 
speaker, and he states that he was active in 
a number of other groups, Including a union 
of 7,000 workers in Tehran, following the Jan- 
gal movement's suppression. Forced to change 
his group's headquarters five times (and finally 
to print his propaganda In Europe) after the 
advent of Reza Shah, Pishevari and his com- 
rades were finally, In 1930, sent to prison, 
where they languished alone until the arrival 
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of the Erani group enabled them to spread 
the gospel of revolution Freed along with the 
others In 1941, Plsheyari was a member of the 
founding nucleus of the Tudeh Party, although 
he turned to publication of the "independent" 
paper Ajir and avoided open contact with the 
party until 1944, when (after turning down 
one Tudeh offer) ho agreed to run for the XIV 
Majlis as the party's candidate from Tabriz. 
Pishevari was elected but his credentials were 
subsequently Invalidated by the Majlis, and 
he then turned to organization of the DP A in 
Tabriz. ' He held the post of Prime Minister 
In the Azerbaijan National Government from 
its creation until June 1946, when a tentative 
agreement was reached between his regime 
and the Iranian Government. He thereafter 
confined himself to de facto control of the gov- 
ernment and armed forces in Azerbaijan, 
through his role as DPA secr^tary^eneral, 
until the collapse of the regime In December 
1046 forced him to flee to Baku in the USSR 
According to an unconfirmed report hy the 
Iranian Consul In Haled in 1947, Plshevari was 
subsequently killed in an automobile accident, 
but as lato as. August 1943 the Tree Azerbai- 
jan" radio In the USSR was referring to him 
as prime minister of the "Free Azerbaijan Gov- 
ernment" 

Ahmad QASEMI 

Head of the Tudeh Party's Publicity Section, 
the journalist Ahmad Qaseml has been one 
of the most prolific writers In the Tudeh camp. 
He first appeared In 1944 as a member of the 
Inspection Commission. During 1945 he was 
active In the Gorgan area, where he worked 
with the abortive officers' revolt at MashhaA 
He was named to the Central Committee in 
1948 and was also a member of the Adminis- 
trative Section and the Financial Commission 
Arrested with other Tudeh leaders in early 
1949, Qaseml was sentenced on 22 April to ten 
years Imprisonment. 

Dr. Rcza RADMANESH 

Dr. Reza Radmancsh, secretary-general of 
the Tudeh Party since 1948, is a scientist 
trained In Germany and France who held the 
chair of electricity measurements In the Uni- 
versity of Tehran's College of Engineering 
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from 1942 untU his dismissal In March 1945. 
He was bona In 1906 In Lahijan (Mazanderan 
province). Dr. Radmanesh, who may have 
mot Dr. Eranl In Germany, was Imprisoned as 
a member of the Eraul group In 1937 and was 
subsequently -one of the principal founders of 
the Tndeh Party, \ He-was named to theOen- 
tral Committee In 1944 (In which year he also 
won a seat In the XCV MaJUs as a Tudeh" dep- 
uty irom lahijan), to too Temporary Execu- 
tive Ooundl In 1947, and to the party's .top 
post In 1948. He was editor of the official Tn- 
deh paper, Jtfafdowi> in 1947-48 and In the lat- 
ter year was also active in the CUCTU, as wen 
as personally heading both the Tudch Youth 
QiynnTTatlon, and the. Defensor and- Security 
Commission within -the Tadeh organization. 
Dr. Radmanesh disappeared' following the at- 
tack on the Shah in February 1943 and was ru- 
mored to have taken refuge in the Soviet Em- 
bassy.-. On 18 May he was sentenced to death, 
Ut absentia; by tnc Tehran Military Court ". 

Hem RUSTA. ■ 

" Reza Busta; the Tudeh Party's leading trade 
union organiser, has a long record as an. agi- 
tator. According to his own statements, he 
was born Into a peasant family In a village 
near Rasht In 1902 and was aided by the 
servant of the landlord In carrying his educa- 
tion up through the College of Agriculture at 
Rasht before he became politically active In 
1920. Rusta claims to have organized the 
first peasants* union In Gilan province In 
1922-23, was engaged In organizing Tehran 
workers In 1927, and later did union work In 
Isfahan, Kennan, and Bandar Abbas before 
Reza Shah's police caught up with him In 
1931. Rusta spent the following ten years In 
prison or exile on one charge or another (In- 
cluding one for espionage), emerging from 
prison In 1941 to become one of the Tudeh 
Party founders and, by his own account, "the 
first to begin organizational activity." Rusta 
was the prime mover In the union organizing 
which led to the creation of the CUCTU on 1 
May 1943; thereupon, he was elected secre- 
tary-general of the new organization and his 
newspaper Zafar was made its official organ. 
He was named to the Inspection Commission 



of the TudeU Party In 1045 and named to the 
Council of. the WFTO In 1945 despite his brief 
imprisonment by .the Tehran authorities to 
prevent Ms attending the WFTU meetings at 
Paris. Rusta'B career was checked in April 
1947, when he was arrested* on charges of In- 
citing iTT^IrrM™ 1 , em bezzling one m Hlfr? fn ri fi^ 
in union funds, and committing other offenses. 
He remained in Jail until November, when he 
was released on bail furnished by Dr. Kesha- 
varz. He has since dropped from sight, al- 
though he was named to the Tudeh Central 
Committee in IMS, and it Is reported that he 
went to Fads and then to the USSR* Rusta 
is described .as hard-*orldng f ruthless, and 
given to Maoist cliches: ; His wife Is reputed 
to be a Soviet agent On 18 May 1049 he was 
sentenced to death, in absentia, by the Tehran 
Military Court 
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Sbanninl, who was the head of the Tudeh. 
Youth Organization in October' 1048, is known 
to be an engineer and to have boon elected to 
the .Central Committee in 1948. Other infor- 
mation is lacking, however, even, his full name 
being unknown. 

Obazar STMONIAN 

Ghazar Slmonian, who is reportedly a mem- 
ber of the key Secret Committee of the Tudeh 
Party, was born at Tehran about 1908 of an 
Armenian family. After studying In the 
American College of Tehran, he taught In the 
Soviet School at Tehran and also engaged In 
political activity which resulted In his spend- 
ing some seven years In Jail. He knows Arme- 
nian, Persian, Russian, French, German, and 
English. After Joining the Tudeh Party (in 
1942?) he ran unsuccessfully for the XlVth 
Majlis as representative of the southern Ar- 
menian communities of Iran, thereupon be- 
coming a translator for the Journal de Tehran 
and a contributor to the Tudeh press. He 
was also active In the Central United Council 
of Trade Unions and is believed to have been 
a member of its Central Executive Committee, 
In 1943 he was employed by the Czech Lega- 
tion at Tehran as Iranian advisor and chief 
translator. 
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Khsnn (Dchgan) TABARI 

Said to be the youngest of the Tudeh lead* 
era; Tabari was a founding member of the 
port; and was named to the Central Com- 
mittee In 1944 and to the Temporary Execu- 
tive Council la 1947; In 104* he achieved the 
distinction of being made a member of the 
Secretariat Tabari headed the stflXboxn So- 
ciety of Tabarestan In 1046 and has served as 
editor of RaJibar and Mardom. He speaks 
Russian and has a wife who was employed by 
Tass in Tehran. Following the attack on the 
Shah In February 1949 Tabari disappeared. 
It was rumored that he was In hiding in the 
Soviet Embassy, Tehran. On 18 May he was 



sentenced to death, in absentia, by the Tehran 
Military Court 

Dr. Mortaza YAZDI 

Dr. Yazdi, a brilliant German-trained physi- 
cian, born about 1398, who founded the Teh- 
ran orphanage, has been active In Tudeh cir- 
cles ever since he Joined the Erani group in the 
1930'*, having been named to the Inspection 
Committee (1944), to the Temporary Execu- 
tive Council (1947K and to the Political Bu-' 
reau (1948). In August V&4% as one of three 
Tudeh leaders given office by Qavam, he was 
briefly Minister of Health. Fallowing the at- 
tack on the Shah In 1949 he was arrested and 
on 22 April was sentenced by the Tehran Mili- 
tary Court to five years In prison. 
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THE CURRENT SITUATION IN IRAN 



SUMMARY 



Although Iran still suffers from a variety of 
political, social, and economic weaknesses, the 
country has been more stable in recent months 
than at any time since 1941, Since the at- 
tempt on his life last February, the Shah has 
emerged as a dominant, unifying Influence, at 
least for the present, In national affairs; an 
unusual degree of harmony has existed in the 
relations between the court, the cabinet, and 
the Majlis; and greatly needed current legis- 
lation has been passed, including constitu- 
tional changes strengthening the Shah's hand 
in dealing with the legislature. 

The economic situation is favorable in that 
the country's finances are sound, but Iran 
faces serious immediate problems. Crop fail- 
ure has brought distress, particularly to Azer- 
baijan; unemployment has increased; and 
there arc indications that the badly run-down 
railway system will not be able to meet trans- 
portation requirements this winter. Eventual 
economic Improvement should result from the 
new seven-year program for economic develop- 
ment and social betterment. 

Iran's military establishment has continued 
to improve as a result of the arrival of US mili- 
tary supplies under the arms credit agree- 
ment, and the training and reorganization 
which arc being carried out with the coopera- 
tion of the US military mission. The policy 
of close army cooperation with the tribes is 
apparently having considerable success. 
Iran's army is still incapable of offering more 
than token resistance to large-scale invasion, 
but the Shah is now planning to enlarge it to 



150,000 and hopes that, with US aid, this force 
can be developed into a nucleus for effective 
guerrilla resistance. 

Iran's relations with other countries have 
been relatively quiet in recent months. The 
USSR has at least temporarily abandoned the 
threatening gestures of the past and may even 
be adopting a more conciliatory attitude in 
pursuing its basic objectives of expelling US 
influence and establishing its own dominance 
in the area. Meanwhile, Iran has continued 
its policy of firmness toward the Soviets. 

As to the US, the most notable development 
has been the growth of the Iranian feeling 
that, having committed itself to a pro-US 
alignment, Iran should receive more substan- 
tial economic and military support from the 
US than has been forthcoming. The Shah 
has been particularly dissatisfied because of 
his belief that the amount to be allocated lo 
Iran from the Mutual Defense Assistance Pro- 
gram will not provide adequate assistance for 
Iran's current military expansion. He is ex* 
tremcly sensitive on matters of personal and 
national prestige and will undoubtedly take 
advantage of Jus trip to the US to seek tan- 
gible evidence that the US ta&es Iran and its 
problems seriously, particularly In regard lo 
aid for the Iranian Army. Whatever impres- 
sion of US interest the Shah takes back with 
him will undoubtedly color future Iranian 
dealings with the US, Even though his im- 
pressions are highly unfavorable, however, 
there is little danger that he will abandon 
his basic leanings toward the Western Powers. 



Note: 



The intelligence organiz&Uons of the Department of State, Army, Navy, and the 
Att Force have concurred m this report which b based on information available to 
CIA a£ of 3 November 1S49- U b'&s been prepared for use In connection with the 
visit o/ Che Shah to tbc US during November 1949. 
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THE CURRENT SITUATION IN IRAN 



i; Political Situation. 

The Iranian political structure is still affile - 
^ted by a number of fundamental weaknesses. 
*Tho government is handicapped by corruption 
?and lassitude, and by Its limited experience 
with parliamentary procedures. The extreme 
poverty of the population as opposed to the 
concentrated power and wealth of a relatively 
small gTOup of Individuals is a potential source 
of unrest. In addition, there is a largo and 
restless tribal population wliich is still only 
partially integrated into the social and politi- 
cal fabric of the country. 
■ Nevertheless, largely as a result of develop- 
ments stemming from the attempted assas- 
sination of the Shah on 4 February, the Ira- 
nian Government has in recent months en- 
Joyed greater stability and internal harmony 
than at any time since 1941. The pro-Soviet 
Tudeh Party, which was just beginning to re- 
emerge as a potentially serious threat to the 
regime, was banned, and its operations were 
further disrupted by the arrest of several 
hundred members. The MaJUs, whose chronic 
procrastination and bickering had previously 
rendered cabinet after cabinet ineffective, 
began to manifest a remarkable willingness to 
heed the demands of the Shah and of Prime 
?dlnister Saed for constructive action and dur- 
ing the spring and summer cleared up most 
of the items on its agenda. Among the bills 
passed were such items as the first full twelve- 
month budget to be enacted in six years, pro- 
visions for a seven-year economic development 
plan, and legislation initiating a series of con- 
stitutional reforms called for by the Shah. 
The Majlis also passed a long-pending bill for 
the activation of the Senate as provided for 
in the Constitution. In May a Constituent 
Assembly enacted amendments authorizing 
the Shah to dissolve the legislative bodies and 
providing a standard procedure for future 
amendments. 

The effect of these developments has been 
to elevate the Shah to a position of dominance 



in Iranian political life: he now possesses 
not only the traditional backing of the army 
but also sufficient constitutional power and 
general support to make him the greatest 
single Influence in the government The 
membership of the new (XVIth) Majlis will 
probably be generally responsive to the court's 
wishes, even though the traditional army prac- 
tice of fixing the elections in favor of the 
court is less than in the past. The Senate 
(half to be named by the Shah and half to be 
designated by popularly chosen electors) will 
be made up largely of conservative, pro-court 
members, many of them elder statesmen. 
Moreover, no one In the Majlis is expected to 
have sufficient stature to act as tho rallying 
point for an e0ective political opposition- 
Prime Minister Saed, in office for approxi- 
mately a year, has demonstrated unexpected 
ability in obtaining legislative support, but 
his continuation in office after the new parlia- 
ment meets will depend primarily on the 
Shairs wishes- Most of the other major po- 
litical figures lack the necessary leadership 
to obtain a majority in the MaJUs. Even so 
commanding a personality as ex-Prime Minis- 
ter Qavam. who recently returned to Iran after 
several months of self-imposed exile, probably 
could not regain a position of political power 
without first settling his differences with the 
ruler. 

Eventually the factionalism characteristic 
of Iranian politics will probably reassert it* 
self to the detriment of the cooperation now 
existing between the legislative and executive 
branches of the government; even so, the Shah 
will be in a position to exert pressure on the 
legislators by threatening dissolution and new 
elections. There has been some fear that the 
Shah mipht wish to emulate his father by 
assuming dictatorial powers, but it appears 
unlikely at present that he will do so. Rela- 
tively inexperienced as a mler and lacking 
Reza Shah's dominating and forceful person- 
ality, he seems content with the considerable 
power he has already obtained constitution- 
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aUy. Nevertheless, his new position o! respon- 
sibility and his ambitions for himself and Iran 
vUj doubtless prompt him to take a more per- 
sonal interest in all aspects of Iranian affairs. 
He will continue to emphasize military matters 
as In tho past, but he will probably also take 
a greater interest In foreign affairs and In 
efforts to promote economic and social re- 
forms at home. His principal advisers will 
probably continue to be Army Chief of Staff 
Razmara and former Prime Minister Hajlr, 
who was installed as Minister of Court in 
July and now appears firmly entrenched in 
the Shah's favor. 

2. Economic Situation. 

Iran's economic position continues to be 
favorable In certain important respects. Its 
foreign debt is insignificant, and its currency 
coverage Is ample. The Anglo-Iranian Oil 
Company, through its' payment of royalties 
and its purchases of rials to meet operating 
expenses, has assured a favorable foreign car- 
change position, even though the country's 
commodity trade balance shows a deficit 
There are no present indications that the de- 
valuation of the pound will have any drastic 
effects on Iran, but there may be some im- 
mediate shifting in Iranian purchases from 
the US to Europe and (because the rial has 
not been devalued) some difficulty in re-estab- 
lishing Iran's agricultural export trade to 
Europe. The country's substantial sterling 
balances and future royalties have been pro- 
tected against depreciation by prior agree- 
ment. 

Meanwhile, the government's revenues, al- 
ready more than sufficient to meet normal ex- 
penditures, will probably increase. OH royal- 
ties, which accounted for 12 percent of the 
government's income in 1918, will be larger if 
the 15 percent increase in production during 
the first half of 1949 is sustained and may be 
more than doubled if a tentative supplemen- 
tary agreement with the company is ratified 
by the MajHs. 

There arc. however, a variety of immediate 
economic dislocations. Although Iran is nor- 
mally self-sufficient in foodstuffs, crop fail- 
ure this year in several important grain-pro- 
ducing areas has resulted in an estimated 



wheat shortage of 200,000 tons. In Azerbai- 
jan, which has been particularly hard hit and 
where friction between government authori- 
ties has been especially acute, there have been 
bread riots at a number of points. The gov- 
ernment purchased 108,000 tons of wheat from 
Pakistan, Canada, the US, and Iraq, and after 
protracted efforts to obtain wheat on a barter 
or loan basis from the US, has finally pur- 
chased an additional 100.000 tons from the 
USSR. 

Economic conditions in the northern cities 
and towns have also deteriorated In recent 
months. Numerous industrial establishments, 
handicapped by government regulations 
against the discharge of surplus labor and by 
inefficient management, have had difficulty 
In meeting their payrolls. Some have shut 
down because of a recent falling-off of business 
activity and because of their inability to com- 
pete with imported goods. Meanwhile, the 
chronic unemployment problem has been 
further aggravated In Azerbaijan, where dis- 
tressed peasants have flocked to the cities. 
At the same time. Iran*s badly run-down mil- 
road system is showing signs of strain, and it 
is likely that when winter comes the system 
will be unable, even with emergency measures, 
to carry adequate amounts of fuel and other 
supplies from the Persian Oulf to the interior. 

After three years of discussion and prepar- 
ation, Iran has finally embarked on a long- 
range program for economic development and 
social improvement, the so-called Seven Year 
Plan. Early last spring the basic program 
was given legislative approval, and in July the 
Ma j lis authorized the newly created Planning 
Organization to undertake projects of up to 
one year's duration. Some $50 million worth 
of contracts, primarily for railroad construc- 
tion and sugar refineries, are being let. More- 
over, the organization is Initiating a road and 
agricultural rehabilitation program as an im- 
mediate relief measure in Azerbaijan. Al- 
though the government is now financing the 
program, which is expected to cost about $650 
million, out of current revenues, some foreign 
borrowing may be considered advisable, 

The program was drafted largely by Over- 
seas Consultants Inc., a US engineering gro^p, 
which has been engaged to supply much- 
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needed technical assistance for another year. 
A number of capable Iranians fill the top po- 
sitions of the Planning Organization, In which 
the energetic, US-educated half-brother of the 
Shah, Prince Abdor Reza, is actively partici- 
pating. The planners, however, face serious 
problems — notably internal pressure to subor- 
dinate the program to military improvements 
(which might result in diversion of oil reve- 
nues now allocated to the program), Iranian 
inexperience, and the perennial problems of 
graft and inefficiency. Unless these obstacles 
are overcome and tangible improvements 
achieved in the general living standard and 
economic well-being of Iran, the government 
will be confronted with increasing disillusion- 
ment and dissatisfaction on the part of 
the people, and the task of maintaining the 
present regime will become correspondingly 
more difficult. 

3. Military Situation. 

The Iranian Army, which includes small 
naval and air as well as gendarmerie forces, 
has an estimated strength of 132,000, most of 
which is detailed to border control and inter- 
nal security duties. Approximately one-third 
of the army's combat troops are stationed 
along the border, the greatest concentration 
being along the 900-mile Irano-Soviet land 
frontier. The remaining troops and the gen- 
darmerie are disposed In the interior, where 
they constitute a major influence in local 
communities through their exercise of nu- 
merous civil functions (even when martial law 
does not obtain). Protection for the Shah's 
person Is provided by a battalion of Imperial 
Guards and by the regular 1st Division, which 
was re -designated as a Guards Division in 
August 

The armed forces as presently constituted 
are primarily the creation of the Shah (who, 
as Commander in Cliief, has a keen profes- 
sional interest in military affairs), and of his 
highly capable and industrious Chief of Stall, 
General Razmara. Although there is some 
question as to Razmara's ultimate loyalty to 
the regime, he has worked closely with the 
Shah in reorganizing the army. The Minister 
of War, who is personally hostile to Razmara, 
exercises oniy limited influence in the direc- 
tion of the army. 
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In June, the long-planned merger of the 
gendarmerie with the army was started. Of 
the 25.000 men formerly in the gendarmerie, 
18,000 were transferred to the army, 3,000 have 
been discharged, and 4,000 were left with the 
Ministry of the Interior. The gendarmerie 
strength under the Ministry of Interior will 
probably be built up to 10-12,000 men before 
the merger is made permanent by the Majlis, 

Some notable improvements have taken 
place in the field establishment during the 
last few months. The military supplies or- 
dered under the arms credit agreements made 
with the US in 1948* began arriving at Bandar 
Shahpur in February 1949. Training courses 
in the care and use of the new equipment are 
being organized under the supervision of the 
US military mission, which has also helped 
with a variety of other measures for improving 
the army's combat efficiency. Meanwhile, in- 
competent, elderly officers are being weeded 
out; the quality of rations has been improved; 
and the program for educating illiterate re- 
cruits is progressing on an expanded basis. 

The government's policy of cooperation with 
the tribes (which represent the traditional in- 
ternal security problem) has also gone for- 
ward. Special Intelligence officers for tribal 
matters are now attached to each division 
headquarters; liaison officers are stationed 
with the tribes; and for the second successive 
year young tribal leaders are taking six-month 
courses in weapons and communications to 
qualify for the rank of tribal lieutenant. 

These developments have produced consid* 
crable improvement both in the effectiveness 
and morale of the army and in the internal 
security situation. Although a good deal of 
mutual hostility and suspicion still exists be- 
tween army and tribes, the fact remains that 
in contrast to former periods there have been 
no serious conflicts between the two groups 
for more than a year. The combat efficiency 
of the ^rroy appears equal to the immediate 
task of maintaining Internal order and resist- 
ing incursions across the frontier by small 
Soviet troop detachments or guerrilla forces. 

'The cre:i: ir-ciu-:W 510 million for the ftippKcs 
tfrtffideiT** -ind SIG million to cover pacfcLng and 
shipping cofctfc The materiel, much of which was 
surplus, has an estimated value o( $90 million. 
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(In border Incidents to date, the Iranian forces 
have reacted promptly and firmly,) 

Definite weaknesses remain, however, and 
the present forces could offer only limited 
localized resistance to an Invading army. The 
army is still lacking in mobility despite new 
US transportation materiel The quality of 
some senior and of many Junior officers is 
doubtful, particularly since the underpaid 
younger officers are often forced to resort to 
graft in order to make ends meet. Moreover, 
there Is serious doubt whether the ranks gen- 
erally would have the will to fight against 
superior forces in open warfare. 

Both the Shall and General Razmara are 
convinced that a large-scale Soviet invasion 
will Inevitably take place, and their plans are 
directed toward the development of a larger, 
better-trained, and better-equipped army cap- 
able of delaying such an invasion long enough 
to permit tho concentration of picked units 
(including trained and. armed tribesmen) in 
a selected defensive area from which guer- 
rilla warfare could be waged. Steps are now 
being taken to increase the army to 150 p 000, * 
and the formation of an auxiliary force of 
100,000 tribesmen is also planned. 

The Shah has made it clear that he looks 
to the US for substantial material help in 
implementing these plans and has asserted 
that he will have to divert money from the 
economic development program if such aid 
is not forthcoming. Together with other 
Iranian leaders, lie has expressed bitter dis- 
appointment with the $27 million jointly allo- 
cated to Iran. Korea, and the Philippines 
under the US Mutual Defense Assistance Pro- 
gram (MDAP). During his stay in Washing- 
ton he will almost certainly ask that additional 
funds be diverted to Iran under the discre- 
tionary powers provided the MDAP adminis- 
trators, The Iranian Government has already 
asked that the TJS military mission's services 
be extended for another year to March 1951, 
and the Shah will probably also ask that a 
greater number of Iranian officers be given 
training in the US. 



• The Shah and hU advUiirs havo now abandoned 
their Idea of Lncreiujlrig the army to 300,000. 



4. Foreign Affairs, 

a. Relations with the USSR. 

Although there Is no reason to believe that 
the USSR has modified its objective of ulti- 
mately dominating Iran, the Soviet attitude 
toward Iran (on the surface, at least) has re- 
cently become somewhat more moderate. 
The USSR, whose Ambassador has been absent 
from Tehran since April, has made no official 
demands on Iran since the series of notes de- 
livered during the first half of 194ft, although 
Soviet radio propaganda continues Its efforts 
to build up a case for invoking Article VI of 
the 1921 Irano-Soviet Treaty. • Border inci- 
dents have become less frequent, and recent 
replacements among the SovJet frontier 
guards have allegedly been instructed to be 
more cooperative with the Iranian troops 
across the border. The USSR has also indi- 
cated a willingness to resolve the long-stand- 
ing differences arising from the Caspian Sea 
Fisheries Agreement 

The Iranian Government maintains a cor- 
rect but firm attitude toward the USSR as, for 
example, when It threatened to bring the 
question of border violations before the UN 
ii Iranian soldiers held by the USSR were not 
returned. At the same time, the government 
has carried on its efforts to counter Soviet 
propaganda (which remains vitriolic) and to 
stem subversive activities within Iran. In the 
long run, IrajVs ability to continue this policy 
is contingent on the reduction of the sources 
of unrest among the great mass of Iranians 
and on the encouragement and support of the 
US and the UK, 

Soviet propaganda via radio and press Is 
directed principally against the Iranian Gov- 
ernment and the reactionary upper classes, 
and against the interests and activities of the 
US and UK in Iran, Although Radio Tehran 
has counterattacked by impugning the mo- 
tives and actions of the Soviet Government, 
some of the Soviet charges, particularly those 
alleging US -UK rivalry in Iran, have found 
ready credence among Iranians. Soviet prop- 



• Article VT pennies Soviet forces to enter Iran 
under certain circurrucurKCS Lf It appears that the 
latter is twine used by a third j>Arty (currently 
Ider.tmcd by Moxcovo 1 as the US) ba a base of op- 
erations apatnsL ihc USSR. 
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aganda organs are capitalizing on the recent 
wheat deal, taking the line that the USSR 
stepped In and saved the Iranian populace 
from starvation while the Iranian Government 
did nothing and the US sent arms instead of 
bread. 

Although Soviet subversive activity has 
been restricted through the outlawing of the 
Tudeh Party following the attempt on the 
Shah's life and through the closing of the So- 
viet consulates in Iran/ Soviet agents are 
still active in the country, and there are still 
Soviet efforts to promote a Kurdish National 
State and a return to the 1946 regime of the 
Democratic Party of Azerbaijan. Propaganda 
in support of these aims emanates from the 
Free Azerbaijan radio and the Kurdish Demo- 
cratic radio, both thought to be at Baku. The 
broadcasts attack the Shah and the govern- 
ment in the usual vein and stress the ethnic 
differences between Persians, Kurds, and Azcr- 
baijanls. They also charge the US with sup- 
porting Iran's corrupt and reactionary ruling 
classes. The Iranian Government has taken 
measures to combat and forestall Soviet ac- 
tivities In Iran and remains determined to 
resist whatever pressure the USSR may apply, 

b. Relation* with the US. 

A major theme of Iran's current foreign 
policy (as expounded by the Shah, the Chief 
of Staff, and other leaders) is Iran's urgent 
need for large-scale US military and economic 
aid. The Shah is particularly sensitive about 
US-Iranian relations. He leads his govern- 
ment in expressing chagrin that US aid to Iran 
falls far below that allocated to Turkey despite 
Iran's strategic importance and vulnerability 
and its record of resistance to Soviet aggres- 
sion. Iranian leaders have made a series of 
uncoordinated and frequently unrealistic re- 
quests for additional grants from the US. and 
Iran's former allies (particularly the US) have 
been charged with failing to provide the post- 
war assistance allegedly due Iran under the 
Tehran Declaration. Although the Iranian 



• The USSR closed Ils eleven consular [n Iran 
because Iran (which ha<l only one consul -ite in the 
USSK) displayed pn allegedly "hostile attitude" In 
demanding that the C0 r ^rl:vr reprc-S^r^AtiOn of the 
two countries be on a reciprocal ba^ls, Iran haft 
alitf closed its consulate at BaJiu. 



Government expresses gratitude for US dec- 
larations of Interest In Iran, it asserts that 
what Iran really needs Is tangible evidence of 
US support against Soviet aggression. 

Another source of resentment toward the 
US Is the belief of certain public figures that, 
although the US is unwilling to grant ade- 
quate aid to Iran, US representatives In Iran 
aro attempting to assume a pervasive influ- 
ence In internal aiYairs, of the sort tradition- 
ally associated with the British Embassy In 
Tehran- 

c. Relations with the UK. 

Although many Iranians believe, in line with 
Soviet propaganda, that the policies of the UK 
and the US In Iran are at variance, British 
policy continues in accord with that of the 
US, both countries fostering social and eco- 
nomic reform and encouraging resistance to 
Soviet pressure. The British Embassy sitU 
has strong influence with certain Iranian po- 
litical leaders. 

The UK's chief commercial interest in Iran 
is the Anglo-Iranian Oil Company (see Sec- 
tion 2). AIOC is the chief source of Iran's 
foreign exchange and employs about one 
third of the industrial labor In Iran. The 
controlling shareholder Is the British Gov- 
ernment. The company will continue to exert 
a strong indirect influence on the economic 
and social situation in Iran. The second larg- 
est British interest in the country is the Brit- 
ish Bank of Iran and the Middle East (for- 
merly the Imperial Bank of Iran), The 
Bank's long-term concession recently expired, 
and the Iranian Government has now placed 
certain restrictions on the Bank which have 
forced it to curtail Its activities and may pre- 
clude profitable opc-rdions in the future. 

d> RelclioJU unth Other Middle East States. 

There has been little change in the custom- 
arily friendly relations between Iran and its 
neighbors. Intermittent friction with Afghan- 
istan continues, however, over the distribution 
of the Helmand Klvcr waters. Differences 
with other neighboring countries may arise 
over the division of Persian Gut( sub-surface 
mineral rights and over Tran's continuing 
claim to the, Bahrein Islands. 

Iran recently established general agree- 
ments of friendship with Iraq and Jordan 
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alter state visits to Iran by the Regent of 
Iraq and King Abdullah of Jordan. The sub- 
ject of a Pan-Islamic alliance is also In the 
minds of Iranian leaders, and the Shah Is pre- 
pared to sponsor discussions with the heads 
of other Moslem states, 

5. Proboble Future Development*. 

No sweeping changes In the Iranian Internal 
situation appear Imminent The next few 
months should, however, provide a test of the 
capabilities, determination, and maturity of 
the Shah In discharging his increased respon- 
sibility. Even if disharmony breaks out again 
in the government, the Shah may bo expected 
to retain the upper hand- The internal secu- 
rity situation will probably remain favorable 
despite the fact that the outlawed Tudeh 
Party will take advantage of the suspension 
of martial law to accelerate its clandestine 
operations and that TurW, Kurdish, and Ar- 
menian elements in the sensitive province of 
Azerbaijan will continue to be attractive tar- 
gets for subversive agitation and propaganda. 
The advancement of the economic develop- 
ment program will have some immediate ef- 
fect in alleviating unemployment and in stim- 
ulating business activity, but its major ob- 
jectives will not be achieved for some time to 
come. 

Some clarification of Iran's relationships 
with other countries appears to be In prospect. 
Lately the USSR, whose tactics toward Iran 
in recent months have been less openly menac- 
ing than in the past, has provided slight in- 
dications that It might be settling on a more 



conciliatory approach in pursuing its basic 
objectives of eliminating US influence from 
Iran and of estabUshlng its own domination 
over at least the northern portions of the 
country. Such an attitude might be of some 
advantage to the USSR in that it might 
strengthen the position of the Tudeh Party 
and other pro-Soviet elements and encourage 
Iranian chauvinists to urge a more independ- 
ent policy toward the Western Powers. It 
would probably not, however, have any signifi- 
cant effect on Iranian policy. A resumption 
by the USSR of the old threatening tactics 
would probably only stimulate diplomatic 
counter-moves and reprisals against Soviet 
agencies in Iran. An armed invasion of Azer- 
baijan and other northern provinces continues 
unlikely— at least in the near future. 

Iran has experienced an increasing str^e 
of disappointment with the extent of US eco- 
nomic and military aid, and the Shah, who is 
very sensitive on questions of personal and 
national prestige, will undoubtedly seek more 
definite assurances on these matters while in 
Washington. If he decides that the US is not 
sufficiently convinced of Iran's importance, his 
resentment will probably flavor future Ira- 
nian dealings with the US. If Iranian faith 
in the US and its allies were severely shaken, 
at this time or later, the government might 
feci obliged to make some concessions to the 
Soviets in an effort to improve Iran's position 
vis-i-vis the USSR. Both the Shah and his 
advisers are too familiar with Soviet designs, 
however, to abandon their basic leanings to- 
ward the Western Powers. 
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CURRENT DEVELOPMENT EN IRAN 



■ 
CONCLUSIONS 



1. The clash of Interests between Iran and the UK over Iran's oil 
resources has reached si critical stage with the elevuiion [3 i Moha mined 
MoS££deq T the leader of the ultra -nationalist National Front group n 

10 the premiership. Although a real effort will undoubtedly be mtfde 
Id reach a compromise selllomem p a solution will be achlinpcHi rmly 
with great difficulty. In an? event P there 1h Utile Indication thai 
Mossadeq and the Anglo -IriinUn Oil Company (AIDC) will modify 
their respective studs in tLuificieni time to permit am ear If pert lament 
of the Issue. 

3. Although there are important elements opposed to Mo^adeq, It is 
unlikely that he can be removed from power so long as the oil question 
rem line a burning Issue 4 cueept by violence or by Mm- r.-itahLtohinent of 

11 &z mi -dictatorial regime under the aegis of the Shah. In the present 
highly inflammatory state o( Iranian public opinion, an attempt to set 
up a non -parliamentary regime would Involve grave risks whlc^ the 
Shah has thus far shown no will ingles* to take, 

y As a result of the prtwnl Impaase, the f olio wing critical develop- 
ments may occur before i Mlllvmem if reached: 

a, Mossadeq might lake physical possession of the oil Instal- 
lations now operated by the AlOC- He may aleo require the British 
employees of AIOC to leave the country- 







h, The UK has Indicated that It will not employ force In Iran 
without prior consultation with the UE. It la unlikely that the UK would 
stlfmpl by force to forestall or counter physical occupation ot the 
nil imtlal I a Lions hy the Iranian Government, but the UK could and might 
hind troops in Iran for the actual or alleged purpose of safeguarding 
hrittali lives tn the event of further violence or sabotage. 






c. There 1h a serious possibility that the landing of British 
tFoopji In southern Iran r for whatever reason r would he taken by tie 
USSR 4* p* a pretext for sending its troops into northern Iran, 

d. in the event of further demonstrations and violence, which 
may well occur at any time, the Turteh Party might be able to seriously 
undermine internal security* THis danger would be increased if, as 

Is possible, Mossadeq legalizes the status of Hws Tudeh Party or is 
unwilling to use Iranian armed forces to maintain order. 

a. The flow of Iranian oil la Western markets, which was 
rrcenfiy curtailed for about tuo w^b p might b* ag a in interrupted by 
a recurrence of strikes la the oil field area or by a, b, c, or d above. 

4 r Any Intensification of the current crisis would give the USSR added 
opportunities tor exploiting the local unr&st and might eventually 
enable the USSR to deny a large pert or the whole of the Iranian oil 
supply lo the Western Powers** 



■ 



• It Is Hw viow of the Director of Intelligence, USAF, that this para- 
|rr:i|htt uhould read as follows: 

■4. A continuation of the current crista would greatly 
enhance the capability of the Soviet Union to deny more and possibly 
all the Iranian oil to toe West through exploitation of the activities 
Ol non -Soviet elements. Whether or nut the British attempt to resolve 
the current tasue by the use of armed force, possible realisation of 
an Important Soviet objective — acquisition of more oil *<* will have 
been greatly facilitated.' 
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DISCUSSION 



1 F Muhnmmad Moskadeq, Iran's new Prltn* Minister p is an extreme 
nationalists H& will dLlempl to curtail riever^ly (oreign influence in 
J ran and to adopt a neutralist polity toward the EagL-West struggle, 
An he Is h I ho an Imprattle&l visionary and a poor administrator, it 
Ik unlikely that he will da very much lo solve tho country's critical 
economic und sodsl problems. Nevertheless p because he Is an astute 
politician nod has strong popular support an the clJ Lszttie at toast, 
he will probably not be easily displaced while that issue la still un- 
settled. In inliirnsil affairs Moss^deq h^s criticized former Iranian 
governments (or their failure to achieve social benefits tot the people 
and ha 8 apposed measures designed to restrict freedom of speech, 
^ssrmbLy , a Ad the press. Politically p h? has urged that the Shah be 
stripped of power and that the Majlis become the dominant factor In 
the government, However, he does not believe that the present 
member* af the Majlis truly represent the Interests of the Iranian 
people and advocates electoral reform r 

Z, Iflomsadeq is at present in a strong political position, dr spile th# 
fid* that he has few personal followers In the Majlis or in the 
traditional ruling class aa a whole and that be itf disliked and dis- 
trusted by the Shah, Unlike hjs predecessor^ he li not dependent on 
the Shnh'ja f*vor or on factional politics in the Mnjlls. Ele (irk come 
In pnwur as the leader of a national movement which ImN aroused 
Intense popular support. This circumstance has caused the Majlis 
t« nominate him to the Shah and compelled the Shah to appoint him to 
oilier. Fundamentally his strength derives from, arid is in direct 
proportion to, the intensity of feeling against the British over the oil 
Igau*. Although other critical problems will plague his administration, 
they are not likely to cause his downfall f*o Ions as th£ oil crisis 
remains a burning issue, Mossadeq's campaign against the AlOC has 
hiil cm* su:i|wiri not .jp]y of his Nation?.] Front icroup l^ui also of the 
Fedayan Jfdam (the Entail terrorist group of religious fanatics who were 
responsible fur Rajmara's assassination), the Illegal Tudeh (Communist) 
Party, and prflt**k% the great majority of Iran's laborers, trades- 
men, and stud*' cits, who can significantly affect political development*; 
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In Iran through strike p demonstrations, and violence. Both the Fedayan 
l^lain and the Tudeh Party, however, are constantly attempting to 
Coerce Mo?£adeq into adopting more extreme measure^ against Western 
Interests. Fedaysn [slam hAs apparently unseated Its more moderate 
leader and has threalenpd MoflBarteq's life. Meanwhile, the Tudeh Party 
has gone beyond nationalisation of the oil industry U> demand ousting 
of the US pulit^ry mission, refusal of US arms assistance* and closer 
rel a Lions with the USSR, 



3. Because of the wide support for bTossadeq's chauvinistic crusade, 
Jew Iranian leaders dared oppgw him publicly. Mia influence in the 
Majlis was largely responsible fur R^a mark's failure to obtain a revised 
AIOC agreement and Iojijik I rum the Export -Import Bank and the EBRD, 
He condoned the anamination of Razniara on the grounds that the latter 
wu traitorously lenient in hi* negotiations with the AlGC. Flnaily T he 
pushad the oil nationalisation bills through the MaJHs a^ilnHt the wishes 
of the Sh&h and Prime Minuter Ala. Many of the Majlis deputies 
prububljf V^iLt^d for the mta^urcr- against their belter judgment, :huc- 
cumblng to the emotionalism of MwMdeq's appeal or f taring the conse- 
quences (possibly including jKsassiiutios) of opposing the measure. 

4, When Hussein Ala was Prinrte Minister t Mos&adeq fu chairman of 
the Majlis Oil Commission appointed to draw up re corn me tidal Jons for 
taking over the AIOC installations* Tht Shah, Prime Minister Ala, 
and moderate members of the Majlis probably hoped that some agree* 
merit could he patched up with the AIOC before Mos*&deq could com- 
plete his work, Mossadeq, huwover, reported to the Majlla more than 
n month ahead of schedule. Increased bitterness toward the UK, rein- 
forced by the intervening fltrikea and violence in the oil field arca p kept 
p motions high thruuKhnul Mir country and simplified Mosiadftq'5 Job in 
obtaining prompt Majlis approval for his recommendations. The new 
law sets up a government committee to act as tru*t*e (or the oil prop- 
erties until an Iranian Company can be established and provides for 
setting aside 25 percent of oil revenues to meet future claims of the 
■former company,* Mossadeq's precipitate move to fo*c# action on 
the oil issue resulted to the Immediate resignation of Ala, 



!>■ 




5_ Although the responsibilities of office may ta some Mtent act as a 
sobering Influence on Mossadeq. he will almQfll carta Intr attempt to 
Implement the nationalization law and gain effective control of th& oil 
instil Uations in southern Iran. He might he willing to conclude amfld- 
agement contract with AlOC f under which the latter would operate the 
oil insta nations under the direction of an Iranian company. However* 
he would probably prefer to obtain the technical a&sistjince i?m needs 
hy men rid of separnte contracts with Individual special ti\tx a It, In fact p 
MciftQ^deq in iible to reach a settlement with the AIOC which will sub- 
stantially Increase Iran's oil revenues and provide for Iranian super- 
vision of the oil Installations p he will have achieved hta purpose. Al- 
though hifi prestige would be h%h, hie position would probably be 
rapidly weakened by any considerable decline of anil- British feeling 
or by his inability to cope with Inn's fundamental economic and social 
problems. There is some danger that be might attempt to maintain 
JurnsAlf in power by turning his chauvinistic crusade against the UEi 
He mjght even refuse to accept further US military aid and request the 
US military miKKions to leave the country. 



* ■ 






6. fn view of the fact that both Iran and the UK have a very great 
Interest In the uninterrupted production of Iranian oil. a real effort 
will undoubtedly be made to reach a compromise settlement. How- 
ever, In view of the attitude of both governments, a settlement can 
probably be reached only with great difficulty, The I l-mnn Oil Com- 
mittee has Already threatened to revoke the residence permits of 
AfOC's foreign staff unless the AIOC turns over Its oil installations 
to the Iranian Government. The UK has taken the position that Iran has 
no right unilaterally to abrogate its contract with AIOC ond h therefore, 
no right lo expropriate the oil installations under the guise of national- 
ization, Thft UK has proposed the establishment of a new British com- 
pany lo run uperqtlon^ in Iran, which would include Iranians on the 
board of directors; equal sharing of profits: and a progressive Increase 
in the number of Iranians employed by the company, Mossadeq will 
undoubtedly lurn down this offer p for it manifestly falls to meet the 
requirements of the oil nationalization law. The proposal certainly 
does not represent the final British position. However* ft serious 
danger exists that critical developments will occur before tfee parties* 
particularly the British, have sufficiently madifiML their respective 
poelUons to permit initiation of genuine negotiations* 
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7. The present impasse In the ail situation m&y Lead to any one or 
□ion of the lull owing critical situations! 

a. Mossadfrq lei committed to a policy of expropriation. On the 
bssls ol his past act Ions, it is extremely unlikely that he will accept 
anything Less than effective Iranian control ot the oil Industry. Oon- 
^ifueiiUy, If there is to early relaxation ot the British position, he 
will probably attempt to take physical possession of the oil installa- 
tions eren at the risk ol closing down the whole industry* 

b. The UK his Indicated that It will no* employ force in Iraa 
without prior consultation with Iho US, It is unlikely thai the UK womld 
sen! its troops into the oil field area to forestall or counter occupation 
of the oil installations by the Iranian Government, but the UK could 
and xnigN land Irwpg in Iran for the irtual or alleged purpo&e of safe- 
guard lug British lives and property In the eve Jit of further violence Or 
sabotage. Uk British Government is under public pressure to adopt 

a strong policy against Iran, and British officials have indicated that 
they will have to consider very seriously resorting to military force 
if Iran unilaterally s*i»s the oil installations. If British troops 
landed in southern Iran and Iranian forces were already in the area 
or were subsequently *^nl into the area, for whatever reason p there 
might be clashes between British and Iranian troops with Inevitable 
serious consequences probably including &n interruption in the flow 
of oil, Moreoveri the landing of British IrOdpA in southern Iran might 
be taken by iht? USSR a& a pretext for sending troops into northern 
Iran. 

c. Anti-British feeling wilt remain strong, and the danger of 
demonstrations and violence will continue. MO£AAd*q lias consistently 
opposed martial law and restriction* on the frendom of speech, assembly, 
and the press. One of hlfe flr^t acta in office was to remove a ban on 
May Day dcnionrtraliuiui in Tehran, and martial law may ?*oon be lifted 

in the At a dan area, Furthermore, although the Tudeh Party has begun 
to attack Mossadeq, he nmy yield to its demand for Legal status. There 
Is a danger that the Tudeh Party may attempt to take advantage of 
Mossadeq's leniency to fnment disturbances throughout the country and 
that Mossadeq will he unwilling to use Iranian armed forces to maintain 
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order, In view of the tension and general unrest In the country, Tudeh 
activity might seriously undermine internal security. 

d. If MOssadeq takes physical possession of the oil install atiOns p 
he will undoubtedly seek foreign assistance in operating the oil Industry. 
A number of US oil companies have already zUown some interest in the 
situation, and Mossadeq might well toe able to persuade some company 
to operate in Iran on his terms. Such a development would create wide- 
spread British antagonism against the US, There Is also a possibility 
that Mossadeq might attempt to obtain Soviet specialists to run the oil 
installations^ 

8, There is Little doubt that sooner or later alforts will be made by the 
British, the Shah h and deputies in the Majlis to under mine Mossadeq's 
position. However, in view of Mossadeghs popular backing, it is 
unlikely that the Shah and the Hajlls would dare oppose him while 
tension over the oil issue remains high. Mossadeq is more likely to 
force the oil issue by extreme action than permit himself to be under- 
mined by the Shah and the Majlis on other internal issues. It is there- 
fore unlikely that Mossadeq can be overthrown during this critical 
period except by violence or by the establishment of a semi-dictatorial 
regime under the aegis of the Shah. Such a course of action would 
involve risks which this Shah has thus far shown no willingness to take. 
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1. Hong Kong official "not optimistic" over Korean peace prospects 
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2. Bao Dai's popularity in Vietnam apparently Increasing (page 3). 
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3. Oil Company plans to offer financial assistance to Iran (page 4). 
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4. Collectivization constitutes serious problem in Soviet Orbit (page 5). 

5. Additional peasant demonstrations reported in Bulgaria (p age 5). 



T. Yugoslav officials react favorably to senate hearings on US foreign 
policy (page 7). 
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FAR EAST 



1. Hong Kong official "not optimistic" over Korean peace prospects; 



25X1 



Geoffrey Aldington, Political Advisor to the 
Hong Kong Government, has told US Consul 
General McConaughy that he sees^no sign of 
war weariness" among the Chinese, nor of 
a disposition on the part of the Communist 
leadership to "come to terms. " Aldington believes that Peiping has 
sold the Chinese people on a "holy war" to defend China's borders and 
had "added greatly to its stature" by demonstrating its ability to "fight 
a foreign war against ^powerful enemy. " McConaughy, who feels that 
the British official has "greatly overestimated" popular support of 
Peiping 1 s intervention in Korea, states that "almost all" mainland in- 
formants agree that opposition to Peiping is "very general" among all 
classes except younger students and the regime's own functionaries. 

^gommeiU: The basis of Aldington's estimate 
is not known. Available evidence indicates that popular support for 
Peiping 7 s domestic and foreign policies is not widespread- However , 
Peiping' s control over the populace appears to be firm, and the 
regime's new campaign for funds to buy heavy equipment for Korea 
indicates that the Communists intend to force the Chinese people to 
contribute increasingly to the Korean venture. 



2. Bao Dai's popularity in Vietnam apparently increasing : 



25X1 



US Minister Heath reports that the presence 
of 35,000 "highly interested if not deliriously 
enthusiastic" spectators at the 6 June commemora- 
tion of the unification of the Annamese Kingdom 
marked this festival as a striking success in contrast with the relative . 
apathy shown on a similar occasion a year ago„ During a parade of 
yough delegations and Vietnamese troops before Bao Dai and Premier 
Huu, the French remained discreetly in the background and no French 
troops paraded. Heath believes that the size of the crowd indicates 
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Bao Dai 1 s increased popularity and testifies to the authority and 
organizing ability of Premier Tran Van Huu's. government;. 

Comment: This development is the more 
significant in that Bao Dai's popularity has always been lower in Saigon 
that in other areas of Vietnam. The favorable popular response testi- 
fies also to increasingly harmonious relations between Bao Dai and 
Premier 3Fran Van Huu. 
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3. Oil Company plans to offer financial assistance to Iran: 
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The UK Foreign Office has indicated to The US 
Embassy in London that the Anglo-Iranian Oil 
Company will offer some financial assistance 
to Iran at therstart of the forthcoming negotia- 
tions, If In turn the government will agree not to take any provocative 
action in the oil areas in connection with implementing the oil nation- 
alization law during the negotiations. The Embassy reports that the 
British Foreign. Office has become concerned over the recent increase 
in anti-British and anti-AIOC propaganda in Iran. 

Comment: Prime Minister Mossadeq, who 
is seriously concerned over his government's straightened financial 
circumstances, probably will be tempted by the offer, particularly 
since he himself does not want to take any step which would prevent 
a peaceful solution of the matter with AIOC. The danger remains, 
however, that Mossadeq will not be able to control events In the oil 
fields. Although he himself has exhibited an Increasingly moderate 
tone on the matter In discussing It with Ambassador Grady, bis govern- 
ment colleagues have continued to sti r up the country withtthelr violent 
speeches in favor of nationalization. 
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EASTERN EUROPE 



4. Collectivization constitutes serious problem in Soviet Orbit; 



Reporting on the recent action of the Polish 
Politburo dissolving a Party District Com- 
mittee for agricultural collectivization abuses, 
US Embassy Warsaw comments that this action 
is symptomatic of the serious doctrinal and practical problems raised 
by collectivization in the Soviet Otbit The Embassy notes as evidence 
of Communist pre - occupation w^th this problem; (1) recent modifica- 
tions of the collectivization program in Poland and Hungary; and (2) 
airing of collectivization difficulties in Czechoslovakia during the recent 
Party upheavals. 



pomments Collectivization has been used by 
the Communists to release manpower for industrial expansion and also 
as a means of controlling the peasantry. While the former objective 
has been achieved in part, control of the peasant, particularly in the 
European satellites, remains a serious problem. This is illustrated 
by recent steps taken in Bulgaria, which is 52% collectivized, to organize 
a Party control apparatus within the Ministry of Agriculture to insure 
the proper; functioning of Bulgaria's agricultural production. 



5* Additional peasant demonstrations reported in Bulgaria; 
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The Turkish press and radio during the past 
week have reported simultaneous anti- 
Communist peasant demonstrations through- 
out Bulgaria. The US Consulate in Istanbul 
states that "uprisings in Bulgaria have been 
partially confirmed" by Bulgarian immigrants 
interrogated in Turkey who state that demonstra- 
tions took place in the widely separated cities 
of Shuman, Pleven and Svilengrad late in May, The immigrants also 
stated that anti-regime pamphlets have been recently distributed in 
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7, Yugoslav officials react favorably to senate hearings on IfS foreign 



Yug osi 
policy: 
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Ambassador Allen reports that high Yugoslav 
officials have generally reacted favorably to 
the current debate on US foreign policy and 
have expressed confidence that the administra- 
tion's policy will be vindicated* Yugoslav leaders have followed with; 
particular Interest and approval Senator Fulbright's view that US 
foreign policy should be based on opposition to aggression and his op- 
position to MacArthur's inclination to view all Marxists alike. Ambassa- 
dor Allen feels that the debate will have salutary results in Yugoslavia 
by convincing the Yugolsavs that US policy is based squarely on opposi- 
tion to aggression and that the US is supporting rearmament solely for 
defensive purposes. 
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9. Panamanian Government to penalize ships violating UN embargo: 
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Following a US request, the Foreign Minister 
of Panama stated that his government would 
report to the UN Additional Measures Com- 
mittee, prior to 18 June, the penalties which 

Panama would apply to ships of Panamanian registry violating the UN 

embargo. 



Comment: The subtraction of ships under 
Panamanian registry from the Western flag vessels carrying strategic 
materials to Communist China would be a substantial contribution to 
the effectiveness of the UN embargo, since the Panamanian merchant 
marine iscone of the largest (approximately 900) in the^jvoxld Ef- 
fective enforcement of penalties, however, might reduce the number 
of ships registered in Panama and thereby cut into the government's 
revenue from registry and property taxes. Consequently, the degree 
of enforcement will be a further test of the cooper ativeness^yrf the newly 
installed Arose mena administration. 
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f IT IS SPECIFICALLY REQUESTED THAT NO DISTOTBUTION OF THIS REPORT BE MADE 
OUTSIDE OF THE AGENCY,) 

1, BACKGROUND, 

■ 

A. XENOPHOBIA, IRAN NOW IS ANTI^BSTERN BUT IS VIOLENT ONLY IN ITS 
MANIFESTATION AGAINST THE BRITISH BECAUSE THEjR PRESENCE IN IRAN UP TO 

THIS TIME HAS BEEN W>RE SUBSTANTIAL THAN THE PRESENCE OP. ANT OTHER WESTERNERS 
£FQR EXAMPLE, THE ANGLO-IRANIAN OIL COMPANY, BfUTT3t BANK AND BUSINESS FIRMS 
BACKED BY A LONG HISTORY OF BRITISH INTERESTS IN IRAN), HOSSaDEQ CAME TO 
POWER ON A WAVE OF XENOPHOBIA, TOE FORERUNNER OF THIQI WAS THE ANTI-RAZMARA 
AND ANTI- COURT U0YET4ENT (RAZMARA AND THE SHAH DESCRIBED AS SERVANTS OF THE 
HRITISJ)# IF THE UNITED STATES SHOULD CONTINUE TO SIDE SPECTACULARLY WITH 
TOE BRITISH {FOR JBtAHPLE, HARRIMAN'S REFUSAL 10 FASS TO THE BRITISH IICSSADEG'S 
"ULTIMATUM, n AND THE POSTPONEMENT DF TUB &25jOQOjOOO EXPORT-IMPORT BANK LOANjj 
TOE BRUNT OF ANTI-WESTERN JTELXNG- COULD EASILY COVER THE UNITED STATES AS WELL 
AS GREAT BRITAIN* 

B, DICTATORSHIP OF ME SffiEEIk TOE JHOSSADEQ GOVERShEENT IS THE PRISONER 
OF THE "STREETS, " THE "STREETS" ARE COMPOSED OF TffO MAIN GROUPS; THE 
FOLLOWERS OF KULLAH KASHANI AND TOE TUDEH PARTY {WITH SATELLITE FRONTS), BOTH 
OF WHICH ARE EXPLOITING TO TOE FULLEST A WAVE OF GENUINE NATIONALISTIC FEELINGS 
OF A BROAD SECTION OF THE UPPER MIDDLE CLASS, AlTOOUCH KASHANI'S FOLLOWING IS 
POSSIBLY MORE NUMEROUS THAN. THAT OF TOE TUDEH, TOE FORMER HAS NEITOER TOE 
ORGANIZATION, DISCIPLINE, NOR REVOLUTIONARY AND CONSPIRATORIAL TRAINING AND 
EXPERIENCE OF THE LATTER. ACODRDlNGLTj OF THE WO TOE MORE POWERFUL IS 
UNDOUBTEDLY TOE TUDEH PARTY* 

C* THE TRADITIONAL IRANIAN POLICY IS TO MAINTAIN TOE BALANCE OF POWER 
BETWEEN THE SOVIET UNION AND GREAT BRITAIN. THE IRANIAN POLITICAL PENDULUM 
IS NOW SWINGING' DANGEROUSLY TOWARD THE SOVIET UNION BUT GIVEN OPPORTUNITIES 
THE IRANIAN SHOULD REACT AND TURN TOWARD THE WEST FOR SUPPORT (PROVIDING THE 
WEST IS NOT REPRESENTED BY CKEAT BRITAIN ALONE), 

2, MOSSADEQ'S GOVERNMENT HAS POWERFUL FOPliLniS SUPPORT. 

A, MAJLIS OPPOSITION TO MOSSADEQ COLLAPSED OH 30 SEPTEMBER 1951. ABDUL 
RAHMAN EARAMAT12I ANNOUNCED HAT TOE OPPOSITION WOULD CEASE TO ATTACK THE 
GOVERNMENT AS LONG AS THE OH DISPUTE WAS UNDER CONSIDERATION OF TOE SECL-RITY 
COUNCIL. SOURCES BELIEVE, HOWEVER, THAT T^E COLLAPSE OF TOIS OPPOSITION IS 
FINAL. THE SECURITY COUNCIL DEBATE IS A FACE-SATING EXCUSE, TOE OPPOSITION 
HAS GOTTEN "OUT ON A LIMB, " DEPENDING UPON BRITISH POWER AND ROYAL COURT SUPPORT. 

BOTO FAILED TO C011E THROUGH WITH TOEIR SUPPORT AMD THE OPPOSITION DEPUTIES FEAR 
FOR -MtXR VERY LIVES, 
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B* MOSLEM RELIGIOUS GROUPS, NED AT ONE TIME MIGHT HAVE BEEM DIVERTED 
FROM KASHANI AMD PROM HIS PRO-MOSSADEQ: STAND, HAVE HOT RALLIED TO THE 
NATIONAL FRONT BANNER* IN A LETTER DATED SEPTEMBER 1953- NAVAB SAFAYI, 
LEADER OF THE PEDAYAN-I-ISLAMj MADE PEACE WITH KA^ANlj A LETTER FROM 
BURUJUROI OP QUM (THE OUTSTANDING SPIRITUAL LEADER OP IRAN) TO THE SHAH 
URGED HIK TO SUPPORT J.ttSSADEQ. 

C. KASIANI'S ENORMOUS INFLUENCE IN SUPPORT OF THE GOVERNMENT WAS 
UEMONSTRATED ON 3 SEPTEMBER 1951 BT THE GENERAL CLOSING OF THE BAZAARS 
THROUGHOUT THE NATION AT HJS REQUEST AND BT THE ORDERLINESS OF THE PARADES 
HE SPONSORED IN FAVOR OP SHE GOVERNMENT 0» THE SAME DAY* 

D. THE SUN RAS TAKEN A STAND IN FAVOR OF MOSSADEO. AND AT LEAST SINCE 
17 SEPTEMBER HAS REFUSED TO LISTEN TO BRITISH ENTREATIES TO RALLY OPPOSITION 
IN FAVOR OF SEYYED ZIA TABATABAI, AT WOSSADEQ'S REQUEST THE SLtff HAS ORDERED 
THE PRINCESS ASHRAF OUT OF THE COUNTRY (SHE LEFT IN LATE SEPTEMBER W$l) M THEREBT 
SHOWING THAT HE WOULD WO LONGER {THAT IS, FOR THE TIME BEING) CONDONE COURT 
INTRIGCSS IN POLITICAL LETTERS. 

E. THE TtDEH PARTY AND PEACE FRONT ORGANIZATIONS ARE BACKING WSSADEOj 
ALBEIT ONLY ON SPEGtFin ISSUES, AS LONG AS IflOSSADEQ+S POLICY REGAINS 
INTHANSIGENT AGAINST TEE BRITISH , THE TUDEH IS BEHIND MOSSADEO THE TUDEH 
DOES NOT ATFEAH TO B6 IN THt MOOD AT THIS TIME TO MAKE LIFE DIFFICULT FOR 19 E 
GOVERNMENT 1 , AS EVIDENCED BY THE FACT THAT THE TUDEH APPARENTLY ACCEPTED THE 
POLICE ORDER WOT 70 CELEHEATE PUBLICLY THE TENTH ANNIVERSARY OF THE FOUNDING OF 

THE PARTY (3 - 7 OCTOBER l$5l)» BO 1295B 9.*{b} (l)>25Trs 

(c) 

3- THE BRITISH POSITION IN IRAN HAS COLLAPSED, 
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B, THE INFLUENCE OF THE BRITISH EMBASSY UPON IRE SHAH AND HIS COURTIERS 
HAS PRA0TTCA1LY CEASED TO EXIST, MAINLY BECAUSE THE SLfiH IS INCREASINGLY AWARE 
OF THE STRENGTH OF THE "STREETS", AND FEAflS THE "STREETS" AT PRESENT MORE THAN 
HE PEARS THE BRITISH, NO OTHER FRI1E MINISTER PRIOR TO IffiSSADEQ COULD CLAIM 
SIXE SPONSORSHIP, THE SHAU DARES NOT TALK BACK OR STEP OUT OF LINE, HE IS 
FULLY AWARE NOW THAT THE POLITICAL WAVE WHICH BROUGHT MOSSADEQ INTO POWER WAS 
IN GREAT PART AN ANTI-COURT WAVE, 
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PAGE 3 

C. IBS CAMPAIGN OF IMTJMMTION SITPpnsi™ n mi™... 
NATIONAL MMTT AOT CONDONED BT MLLtH toSSf?™ S^™ EtE « Ems °T DIE 
HAS CONTRIBUTED KJITAED CURRENT aSSuMM OT SK , ? mE11 W WSSADEq) 
(SEE AISO PARAGRAPH S A ABME). 0T Bn rnSfl-SP<JNSORED OPPOSITION. 

U he soviet no,. Is „ A ^^ ^ ^^ ^ ^ ^^ 

*» nfefcS'nrs sssss s mess- *™ ^ ™™ 

point JSL *n£££&%™ km™ »««>•»»* 

» icnS Vra wnSSwSStt'SSsJ^SS? mtlm (M ™ nnB " 

(3) IN 1950 HE TUDRH ORGANIZED PEACE FRONT GROWS. 

of OT s^s^v^r^.^ a posmDB io «« »» ^^ 

tAROER SMIB™ SSofflW."** WE ™ ]EH HAS BEEB SXGKJII ' Y SUCCESSES M CONDOCTINO 
COWSBERABIE INCREASE DEER A IE4E AGoT WOOSAND, »HOT APPEARS TO BE A 

■ 

soviet'eaSs." " 01 " "* wno, » MNT « ™ tiw run urecbt m ■ 

■ 

(2) IT OAILS FOR «E JHTSICAI EWHSIffl, OF WS BRITISK FHOX IRAN. 
NEAR EA5t! " KAS ™ ,EffflraED ™ Ha»TISE OF «E ANGLO-SAXOH POIIERS IN SJE 
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(ll) It W?S THE fSODNDWQflfi FOR A CCHVOH FRONT OF WATlCNALIS'lS 
D) IBS BEAN MST AGAINST AJfdjO-SMOK "IMPERIALISTS." (THIS POLICY, 
FAVORABLE TO 1HB SOTOT IDIOM, CAM BE CARRIED OUT KUCH MORE SJOQjKLY 
Bt THE MOESADEj OOTESKKEllTj A BOTCOEOIS GOVERNMENT, THAN BY A TGDffl 

GOVERNMENT,) 

(£) THE SOVIET "SXDIMG" WITH ISAM AT THE SECURITY COflJSClL IN 
EARLY OCTOBER 19$1 HAS INCREASED SYMPATHY FOR THE SOVIETS EVEN IN TEE 
HANKS OF THE HATIOMAL FRONT. 



C* MOTE, HOWEVER, THAT SOVIET INFLUENCE Iw TEAM HAS TO CONTEND WITHi 

(1) THE ARMY, POLICE, AMD GENDARMERIE flHIOi REPRESENT IN THE HANDS 
OF THE SHAH AMD THE GOVERNMENT COMPARATIVELY WELL-ORGANIZED, CENTRALIZED, 

AND MASSIVE. REFRF^SIVE FORCES, WITH NOTEffilRTHY SHORTCOMING SttH AS PERETHATTON 
IK CERTAIN QUARTERS, CORRCPTIQNj AND SP FORTH. 

(2) POPULAR RESISTANCE TO COMMUNIS*! WICM STEMS PROW RELIGIOUS 
TTMEMTS AND A REVIVAL OF NATIONALISM. 
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PROBABLE DEVELOPMENTS IN KAN IN 1952 
T IN THE ABSENCE OF AN OIL SETTLEMENT 

CONC1USIONS. 

1 . The probability of Mossadeq or another 5. Neverthdtas. fee economic position of 
National Front leader continuing as Iran wOl bone progressively more pre- 
Prime Minister at least for the present carloue_an< jfce.lCossadeq government 
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will be undvtacxeasing pressure to sat*. 
Isfy.the by lor social and economic 
beneAts anwsed by the nationalization 
program. 

6\ Failure fcpcride these benefit* would 
be likely to ked many National-Front 
s^pportersto taa to th e Tudeh Party. 

7." It U alaat certain that.the National 
Fron t leadevwfll have difficulty in agree- 
ing~on~ mai tr to satisfy "popular de^ 
niand~for~Ktol - »or i eoonomle . benefit*, 
and lit' obbftfac Majlii sup port (or t hese 



appears strong. His parliamentary posi- 
tion and that of the National Front will 
probably be further strengthened as a re- . 
suit of the current elections. - It is unlike' 
ly that the Shah will influence events in 
the immediate future. 

1 The maintenance of National Front 
strength In the present highly volat ile 
situation will depend primarilyon the 
government's success In solving financial 
problems resulting from the nationaliza- 
tion of oU and in satisfying the basic eco^ 

nomlc and social demands which have mtf ^ Ittr BHafi ^ to ^ to t 
bee. t intensified by the ^^^^n^^^^^^^J^ 

Front government would . probably, be 
9. It is unlikely that Iran can sell fi- 
nancially significant amounts of oU to. 
non-Soviet orbit countries without the 
acquiescence of AIOC, or will obtain sig- 
nificant oil revenues from sales to the 
8ovtet orbit countries. 

a. However, the Mossadeq government 
can meet its essential obligations for two 
or three months by resorting to the vari- 
ous expedients available to it without 
legislative action by the Majlis, It can 
probably gain the backing of the new ~ the Tudeh pftentfel for gaining control 
Majlis for measures which would avert a over- the esitry win substantially in* 
fiscal breakdown at least through the - crease. - Bower, we 66 not believe thst a. 
summer ot 1951. Tudeh covj si toutnent 



forced to sift authoritarian methods. 

8. If the NAnal Front government Is re- 
placed by iesnservative government the 
JMfflt government would almost certainly . 
be forced tonefe concessions to nation* 
alist sentinaC and to rule by author! tar-. 
Ian method* 

. 9. We thusteBeve that barring establish- 
ment of ass^sdtorian rule, either by the 
National R»t or by the conservatives, 
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Tfco Pratonf Situation 

10. Prime Minister Mossadeq and the National 
Front movement continue to dominate the 
political scene In pan. Tbey have retained the 
enthusiastic support particularly ,ln_Tebrant 
of tbe vrban worker*, ahopkeepers/ teachers* 
students, government employees and religious 
zealots who. under Mossadeq's leadership, 

_ hare sebed the political Initiative from tbe 
"traditional ruling group* of wteithy mer- 
chant* and landlord!. Al though his follower* 
In the National Front do not form a firmly* 
knit party, and some are ambitious, stU-oert- 
tag politicians like MuUah Kashanl and 
Hosdn Makkl, Moosadeq will most likely be 
able to prevent a split In the National Front 
In the near future. 

11. The oil crista has not had ax^y noticeable' 
effect on the national standard of living, and 
has only begun to affect payment of govem- 
ment salaries. Although the oil industry has 
provided ths Iranian Government with no 
royalties since April and no other Joretgn «• 
change sine* September, Mossadeq has been 
able to delay a financial breakdown by dftw=~ 
tag on the reserves maintained .to cover 
Issuance of bank notes and by dhartlng funds 
from the Seven Year Plan Organisation. Qrll 
service, ara^y, and security force salaries are 
no more In arrears than usual All the Iran- 
tan oD workers formerly employed by" the 
AIOC are stfll being paid by the Irfchlan Oov* 
eminent, even tbbugh the vast majority are 
Dot fully employed. With regard to most 
petroleum products, Iran's Internal needs 
have been supplied by the Xermanshah re- 
flneiy, which has been kept tu operation, and 
by limited production at the Abadan refinery. 
Meanwhile, the overwhelmingly peasant ma- 
jority of Iran's population has remained uiv 
affected by the present erisla Deapltejome 
usual instances of local crop f aflureT this 
year's food crop has been approximately nor- 
mal, price* have remained stable, and there 
have been no shortages of sugar and tea, the 
only Imported staples In Iran's diet 

U, Conservative opposition to Mossadeq is 

at present disorganized, hesitant, and fear- 
ful This opposition Is drawn mainly from 



the traditional ruling group, many members - 
of which fear they will toe their parllamen- 
Ury seats In elections conducted by tha Moeea- 
deq government. Although a substantial ma- 
jority in the MaJUs Is basically opposed to 
Motsadeq, most of the deputies have support- 
ed him on the oil l&ue and acquiesced In 
lloesadeq'e decision to bold elections while his 
popularity was high, llbssadcq's critics are 
reluctant to expose themselves to the mob by* 
terta and possible violence which they fear - 
MosadeqVgroup or the Tudeh Party might 
bring to bear against them. More Important^ 
they have been restrained by the Shah's fan* 
- ure to commit himself to support the removal 
ofMotsadeq. Although the Shah asserts that 
Moesadeq's oU policy wlU prove disastrous for 
tour, he has been unaNe to agree with the op* 
position on a - suitable successor to Ucottdeq 
and apparently fears that an attempt to re- 
move Mc«adeq a I this t^me would lead to his 
own assawinationor to a revolution ag ainst 
his throne.. , > 

*11 The OommuhlsUdomlnated T\ideh Party 
has bettered 1U position considerably during 
Mossadeq's tenure of offloa Although M6£ta~ 
deq is Usteally hostile to Sorietlmperiallsm, 
his government has failed to take jlc1wj*»\_ 
stand against the Tudeh Party, primarily bo- 
ca\ise Mos&adeq Is unwjtUng .to take drastic 
action against an organisation whJcir he.b* 
Ueves can be kept und^r control, and, whkh 
supports the government on the nationalisa- 
tion Issue- In addition, some National Pftht 
-leaders and government officials appear to be 
"TO'd eh sympathisers. As a result. Tudeh has 
been able to carry on a program of agitation 
and demonstrations and has gained Increased 
support, notably amon| student*, Industrial 
workers, and civil servants. * While the site 
of tha Tudeh Party cannot be accurately de- 
termined, we believe Its present strength Is 
much lower than the several hundred thou- 
sand Supporters claimed by Tudeh during Its 
heyday In lM»r Recent US and British field 
estimates give a total of about 8,000 actual 
members tn the Tthftn area (with perhaps 
three or four times at many sympathisers) 
and a total of some 5*000 members in the 00 
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field 4je4 f In Aserbeljan, and along the Cas* 
pttn coast, The Todeh his succeeded In pene* 
traUjif several departments' of the govern- 
ment (notably Education and Justice), al- 
though not to the ertent of seriously tnfluene- 
ing government policy or operation* Available 
evidence indicates that Tudch bai had less 
success In penetrating the army and security 
forces. 

14. Mossadeq's current foreign policy repre* 
seats a compromise between the basic nation- 
aUst desire to eradicate all foreign interf ere 
ence In Iran and Iran's need for foreign assist 
anc*. Mossadeq and most of his followers art 
as much opposed to Soviet as to British inter* 
ference In Iran, and abo are suspicious of 
closer ties with the US. They fear that such 
ties would lead to direct political or economic 
penetration which would oblige Iran to copv^ 
mltlUetf to tha West or antag onise the US3RT 
Nevertheless, Mo&sadeq has recognised, as 
most Iranian leaders have In the past, that 
Iran cannot maintain a completely isolationist, 
position, and Is following oat the traditional 
policy of balancing off the great powers 
against each other. Although his followers 
have not hesitated to Attack the U8*nr£U as 
the UK, Mossadeq has asked that the U3 pro- 
vide emergency flnandil assistance to Iran^ 
until such time as the dl Industry is restored 
to production. He has simultaneously entered 
Into negotiations for a new trade agreement 
with the USSR and has reportedly sought oil 
technicians from the Soviet Woo as weQ <u^ 
from various Western countries. Re has atar 
reportedly entered negotiations with Poland, 
Csechoslovatia and Hungary for the sale of 
Iranian eD. 

Probable Economic Developments Under 

Mouodeq 

15. In the absence of an oil settlement, Iran 
wiU continue Us efforts to sell to any cos- 

-tomer. It is unlikely, however, that Iran'could 
sen financially significant amounts of id] to 
non-Soviet orbit countries without the ecqul- 
escence of AIOC end the other major Western 
distributor*. Moreover, aa farther discussed 
below, tt Is unlikely that Iran could obtain 
significant oil revenues from sales to the 
Soviet orbit countries. 



16. Although Mossedeq will probably continue 
to seek US aid to enable him to meet his 
budgetary defidt-HPWch would make It easier 
for nlm to stand Ann on his own terms to 
an oil settlement an4 would temporarily 
strengthen his poiWcal position — tt Is In- 
creasingly clear that he opposes the develop- 
ment, ol closer military "and political Ues with 
the Wert. He has vacillated on giving formal 
_ approval to the continuanoeoLthe US mfli- 
tajy missions and the military aid program. 
Re also has strong objections to becoming 

- subject to the US economic advice. Although* 
. be was recently prevailed upon to sign a Point 

IV agreement, he hu thus far refused to pro- 

- vide the assurances that would enable Ir*a to 
obtain military assistance under the Mutual 
Security Program. If he falls to receive US 

' aid to relieve hli growing budgetary diflt - 

- cultles. he may te&minate the contracts of the 
US military misdeem and eventually curtail 
V& technical and economic assistarsce actfr« 

- illes In Iran. Bowser, it Is also possible thst 
internal pressures may force him to go further 
In giving commitments to the US than - he 

- would personally favor. Meanwhile,. he" will 
JtfflMS t certa inly make greater efforts to ex- 
pand Iran's economic' relations with other 

- countries including the Soviet bloc, providing 
they 4o not eppear to involve foreign Interfere 
ence In Iran's domestlo affaire. : 

17* As an alternative to US aid, Mossadeq 
almost certainly would press forward with 
negotiat ions now unflcr - way with Poland, 
: Csechcelovskla and Hungary for the sale of 
. jome_two mUhoft tons of Iranian oH and will 
probaNy also seek ofl deals with other mem- 
bers of the SovkiUoc or with the USSR Itself. 
HtiweverrUb unlikely that the Soviet Woo 
could provide enough tankers to move flnan* 
clally significant quantities of oD from Iran, . 
■ soTKl_thu3_ the sale of OH to the Soviet Woe 
would probably not provide Moesadeq with a . 
lasting solution of his financial problems. 

II The USSR might attempt to gtla political 
advantage* in Iran by providing Mossadeq 
with limited advance* against future oU de^ 
liveries or by satWylng Iran's dollar and gold 
claims against the USSR Such measures 
would hate onjy a temporary effect on the 
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financial position of the Hossadeq govern- 
ment. We do not believe that th« USSR vould 
be willing to rive Mooadeq sufficient aaslst- 
mce to solve Iran's financial problems except 
on terms which ha would be unable to accept - 
■ The Soviets probaWy totimate that their best 

- chance of pining control of all or parts of 

- ttan U by allowing the situation to continue 
to deteriorate rather then by bolstering Any 
Iranian Government, 

- j 19. the loss of foreign exchange as a conse* 

quence of the dosing of the oQ industry will 
-'- force the Iranian Government tn the coming 
months to reduce Import* largely to the level - 
.. which can be financed from the proceed* of 
non-en exports* Because of the high let el of 
exports which hu characterised Iranian for- 
efgn trade In the Korean war period and 
' which Is expected to continue at a substantial- = 
ly similar level for at least over the nut six 
months, and because of the stlU uncommitted 
Central Bank !K4dlngs of foreign exchange 
of approximately SO million dollars, ft Is Im*- 
probable that the government would be fONM 
during the next sb months. to cut imports^ 
a point where the standard of living wlU be 
seriously affected. Nevertheless ban's eco- 
nomic position without oQ rerenues is pre* 
carious* The prospects for Iranian-financed " 
economic development are largely foreckttd. 
A crop failure or a decline In exports would 
lead to quick and serious difficulties* m Iftvjr 
event, maintenance of Imports at politically 
satisfactory levels would lead to a steady drain 
on foreign exchange reserves, which. In time, 
would leave Iran with no margin to contin- 
gencies 

S& The chief impact of the cessation of oD 
production has up to now been on the fiscal 
position of the government 'The monthly: 
budget deficit has increased to about four 
times the rate of the first half of lMl~(At~ 
the new exchange rate of approximately 60 
rials, to the dollar the current estimated 
monthly deficit would be 6.1 mflMon dollars.) 
During the past four months this deficit has 
been financed largely by drawings upon the 
40 million dollars of sterling transferred last 
August from the note cover. Within a month 
thA remainder of this sterling will havs been 



sold to the Central Bank for local currency. 
The Government could, without reference to 
the Majlis, maintain its current rate of deficit 
spending through April provided it carried 

- through with the bond drive more vigorously! 
and in addition took steps to enable tbs Na? l 
ttocvil Iranian OU Oompeny to borrow directly . 
from the Central Bank, drew upon the I mil- 
Uon dollars recently acquired from the Inter* 
national MoneUry, rund, add government 
stocks of wheal and sugar, and undertook 
other possible improvisations. 

. 21. If it U to meet its essential obligations 
.beyond April, the Motsadeq government will 
have to seek legislative authority enabling 
the Central Bank to Increase the currency " 
issue and make additional loans to the gov- 
ernment Resort to' such tactic*, however, 

- would arouse serious opposition in the present 
" Majlis and therefore Moasadeq will probably 

not seek this authorisation until after, the .. 
convening of the new Majlis (now scheduled _ 
., for late February) in which National front 
' strength will probably be sufficient to" give" 
" the Mocsadtq government legislative author* 
ity brmeet Its obligations through the sum- 
mer of 185fc The ability of the government 
to continue to meet Its financial obligations^ 

- In the absence of adequate oil revenues thus ™ 
"depends upon Its will and determination to.. 

resort to the expedients available to it* and 
vpon Its success in persuading the Majlis to 
follow lUlead._ 

Prospects For Iho Survival Of Tho 
Mossodeq Regime : 

& The survival of the Uossadeq government, 
however, will not depend solely upon its abili- 
ty to avert a financial breakdown. Th* popular* 
Ity of the Mb&adeq government derives large- 

_ly from 1U lucceB in "liberating Iran from 
British interference. However, the unrest 

"3crMchM« J fO!und^xpresslon through, and has - 
been Intensified by , the oil natSooaUiaUon 
Issue Is not likely to subside now that the 
AIOO has been ejected. Although Mossadeq ' 
will continue to benefit from popular oppod* ~ 
Uon to the British, he will have increasing dif» 
Acuity drawing public attention away from 
his failure both to fulfill promises of economic 
Improvement and to derive significant bene- 
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fits from Iran's oil resources. He ti thus likely 
to be faced with the possibility of losing popu- 
lir support 

U. Although the new MaJUs will probAbly 
continue to support Mcasadeq on the issue of 
British interference, the National Front ma- 
jority is itiaf ttkety to ipUt on other Issues. 
The government mill almost certalnly^haye 
difficulty In agreeing on And In obtaining 
Majlis support *H joaeasure* which j*ouM alley 
popular demand for social and economic ben^ 
tits, Failure to carry through with such 
measures would probably lead many support- 
ers of the Nation*] Front, both within and 
ouWde the Majlis, to torn to the Tudeh 
Party, which 1* the only disciplined party in 
Iran offering a dear^qt program of social and 
economic reform. In order to forestall toreh 
a development, the National Front "govern- 
ment would probably be forced to adopt 
authoritarian methods 

24. The tendency of minority group* and pro- 
vincial leaders to Ignore the writ of the cen- 
tral government would alto increase if the 
National Front government failed either to 
keep Majlis lupport or to adopt Authoritarian 
methods. Moesadeq apparency disg usts th e 
army and the gendarmerie- and has given 
them little support. This, mi; eventually 
have a serious effect on their morale and con- 
sequently on their will and ability to maintain 
the government authority over such potent- 
ially separatist elements as the AierbAlJanlsr 
the Kurds, the Bakhttaris, *nd thfQashqAfc, 
as well as In Tehran. 11» ability of the gov- 
ernment to maintain frontier security jod . 
collect tare* would decline. A weakening J* 
the feovernmenVs central authority would 
greatly enhance the danger of a substantial 
increase in Tudeh Influence, not wily in Teh-. 
ran but particularly among the cO workers 
in the South and the population of Iran's 
northern province*. There would also be 
greater opportunities for Soviet exploitation: 

25, It Is probable that either Moss&deq or 
another National Front leader will continue 
W Prime Minister, at least for the present 
The Shah has the constitutional power to dis- 
solve the MaJUs and can usually removea 
Prime" ifcnteter from office. He also ie Com- 



mander in OH cf the Army and has the sup- 
port of tbeJof. It is extremely unlikely that 
he would ***** power to remove Mossadeq as 
Ion* as Ottttcr has the support of the 
MajUs.dneMRhemove might lead to ecrfou* 
dvll dbtuitaMR . If M»»deQ v s popular sup- , 
port weakm^tttchafaeee of his removal by 
normal pdlcsf means will lncreue. In this * 
event, the *■* owning group wfil probably 
by to reasntls control oier the central gov- 
ernment sad msy be successful if a suitable 
leader caabtldwod. 



M. A.conscraflve regime, however, would be 
confronted iA the same social and economic 
problem* M attempt by a new government 
to obtain a «■ settlement on terms presently 
acceptsbfc la the West would meet with the 
meet v^a opposition by the National ' 
Front and •* Tudeh Ptity. Consequently^ 
in order la tfsy in power and cope. with. the' 
situation, ;wmk a suo&ssor regime would al- 
most ceiWtff be farced to make concessions 
to natianelrtsentiment and to rule by Author*' 
Harlan 



17. We ttHbtikve &at during IM t»ri 
wtu be In Mrfng demands for fcftial end «x- 
homfe" boeflU which Mofisadeq and the Na- 
tional TmA wW And It hard to satisfy with- 
out adopflpf authoritarian methods, partly 
because * be lick of unity In the National" 
Ftont ad party because. of dlfBCtilti«s~in 
meeting fhartsl requirements: Barring ea* 
tabUshmot ef authoritarian rule either by 
the Natkarf toot or by the ttiuemtive*, 
the Tuddi potential tor gaining control over 
the country iffl substantially increase* Bow* 
ever, a Ttadth ocwp U not considered immin- 
ent for tie kDowing reasons: 

*. Thoe Is m evidence of appreciable Tu-~ 
dehpenttatioocf the armed forces; 

fc 8o I* ss Is tawrh the key ministries (de- 
fense, ma— illations, and Interna] security) . 
have not bea effectively penetrated by the 
.Tudeh; 

e. Una fc.no .indication that the Tudeh 
has an aowd pararpBitaxy organization of 
any stgaatiUBTtod, 

d. The* las been strong rivalry between 
the Nstfc— I FVont and the Tudeh ca most 
mattezi «b believe this rivalry will continue 
for thepodod of this cftttmat* 
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PROSPECTS FOR SURVIVAL OF MOSSADEQ 
REGIME IN IRAN' 



CONCIU&10NS 

1, On the basis of callable evidence *e 2. If Kasfranl should come to power, the 
teUeve that the Mossadeq OovemmeiU mw t probable result wou« be the pro- 
tan survive at least for the hext si* gTwaive deterioration of Iran, powl&Ijr 
months unless i]l-hefiHh or death re- «« n *„ ft i B «,in^tiftn *>f 
wo*es MosaM from the Ionian polIU- lM *»W to tb * ewalual «««I*»n « 
cai acene, power ^ * n * Tu^h. 
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The Oil taut 

9. An early tettleinent or the oil dispute with 
the UK Is unlikely. FoUtlcel fences whieh 
Mcssadeo. himself eiwuf aged in the past now 
: l require him to insist upon creator concessions 

thin the Briton have gh-en any indication oil 
finding acceptable- On the other hand, Mos> 
tide's prestige would be greatly enhanced if 
he succeeded In effecting the sale oi oi] despite 
the British boycott. 

Ih* Etonomk Sllyofori 

4. The loss of oil revenues has not seriousty 
dense* 1 the Iranian economy, primarily be- 
: cause of an eiceltent harvest, although there 

have been some price increases, curUilment of 
urban business ■ctlYltles, and reduction trt Im- 
ports- However, the financial positton of the 
BOTtmmtM hu been seriously effected. Un- 
less the government restore* revenues from 
the sale of oU h substantial budgetary cute end/ 
or extensive internal borrowing ind further 
currency expansion are inevitable. 
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■TWi tiUmite h** i«fl PflI*wS In rnpocilt 10 
*n luienl iptclfc rt^iu^Pt «tf la in interim tith 
lutft p«ndlri| Ui* prtpirittxm «f i UUi MOfiprt- 



Foctof j of Political Power 

*. fl. Recent (rents h&v* produced fftT-reuTv 
liig chuges in the ti-idlllwtil factor* of politi- 
cal power In Trim. As ft prtttficil nutter, the 
Shih hu &lmo$L wmpttl* ly lul hb upcblllt? 
for Independent m«w p but b ft u*eM tod 
for MatsadC'5- should n«d irist. Hie former* 
)y domlnut landowning clus hia *lso lost 
pol^iaCfrl initiative. The Armed Forces If 
Given efTeclive dirtctlon. ire pootably c*paW* 
of taping wllh *ny ljp* of dnn&llc di^ 
lurtanco ptpHflUj 1 forfcswable- We do not 
belie™ thrt their tflfeetJ™e» hu iwn wit*- 
rliHy reduced by Mossadegh thu-gea to the 
high command. HKJfttftq J paputir prtiUge 
tucket him itUl the dominant politici. force 
to Iruv 

ft A miitffr thre*t to Mo$Md«q^ cmtlnutd 
control over the ht l«rOfennu$ MiUmiiI Front 
Miw from the ncHvtlSt* of Multth Kmhftnl h 
wnbatkiua M«T-nn lfrulf r. Ruhulc «Utmt 
IntrAiuigetnce on the oil Inue and hU uncom- 
promlsine demand* fox the lenaiintlon ol ill 
fvttfn imttfewjace In lrim lerfrtly limit 
Houadeql frt*dom of uticn Ke hu rac- 
ccuruilj «p*rat«l mw.y Wittonil Ftont potl- 
tldjms from Utuudeq. Although Ktfhtni 
hu txpresud optimism pubUcly with rupect 
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to his ability to cWUrol Tudeh. he it ba&lctUy 
apposed to their *lm? P probably can weigh 
*lth shrewdness and aieur&ey the potential 
value bid danger lo nsm or Tudeh support, 
and is not Jthriy under present conditions to 
aetk their help. 

p. Vfhijc tot T\wJeh Party has become 
stronger In recent monttis, it is almost cer- 
tainly iricsp^We by ItseU cf overthrowing the 
j^vernimnt by force or subversion at pruenl. 
Although the Tudeh Party hfts fcn organiza- 
tion, hu a si|ntfc*ni tffrjjm of favor&We pub- 
lic opinion, and hu the cooperation or the 
U6Sa p 11 tlU] JiA* * ltg»l status and the 
pot**' in Uit MUjHa and wnlrol of the key 
CfrbmeL poMlJQPi ^hlch would be necessaiy to 
take ewer the government by constitutional 
means. The Tudth Party * j] l ? however prob- 
ably support Kashanl in the belief that Jf 
KAihml were in power lu opportunities for 
taking over ihe country vould be Impro^-ed. 

likelihood cf on Attempt to Overthrow 

Mwodeq 

fr. Since Mou^deq's return to power In July 
J 652 ihtre ha*e been continuous reports or 
plots to overthrow him. Knjhani and Army 
Officers *re frequently mentioned M leaders, 
but the repoi U conflfr t on mitters or *£seirtlal 
detail- It docs not stem likely that KAtfienl 
win chic to rep^see Mossadeq » long as no 
clear issue* of disagreement arise betuton 
them, so long ti his Influence on Mo$ssdcq 
nmains ttrong h and so long as fctosssdeq is 
vllling to assume responsibility. $q far a* 
■ mthUry coup Is cor«med H we have no evl- 
dt&ct to indicate thai any group of officer 
hit the capability nrhich the initiation of a 
aucce&sful eoup would require 

Proboblo Oulwrnt cf an Attempt 1o 

Overthrow Mow>deq 

t- In the event that an attempt is made to 
overthrow M-s^de^ the fotlowlng means art 
available: 

a. Vtolrnt Means: 
I Military Coup; A military coup against 
Mossadeq Is not likejy to succeed because Mos- 
aadeq has had the opportunity to eliminate 



elements In the Army hostile to him, and none 
or the Army personnel reported as currently 
being involved In plots ejalnst Hwadeq are 
believed to have the pr e*tl£t or Influence to 
Obtain the nectary support from tht Army. 

II. Mob Violence: a eontert to the streets 
between Iht rorces tuppHtinf Moaude^ and 
K^ihani w«]d be kniitr and flt*tf uctlvt, "nw 
lintLjt ol rw«s ^ould ttfp^nd in Itrgt p*rl on 
the ept^^flc Issues Involved at tt* tUfl* tht 
rk>tlne broke out. Jf there should b* a break 
*iow beUeen Mojsudtq and XuhanL tw be- 
lieve that MoHide* could t*Uy crater forcta 
than Ka^b&nl. The lineup *&uW probably Ik 
u follow: 

<a) Mouadeq: the bulk of the Na- 
tional Front rank an^ fre In the cities; Dr. 
Baghit's Iranian Wortw^ Party Tlth thek 
organized ttrttt flghLirjg forc» P the Somha 
(Fascist) Party h provided the Tudeh sup- 
ported Kastianl, the Pan Iranian Party; and 
the Army and part or the Pellet Fore*,, pro- 
viding they were given ipetUfc and dl»tt 
ftFder5, 

(b) Kashani^ his follwen In the Na- 
tional Front; the Baz&ar mobi and the 
band$ orf anEwd by his aonj the Fedayan 
ttrror^i wsanaaalion of Uodtm eslrtm- 
bUL the Tudeh and Its various tubstdiarlu; 
and pouibJy tarn* support from ttrt tiUbea 
if the Army ^Wed w[Ui MoswJjeq. 

lit. Assay] nal Ion: Assassination of tCos- 
sadeq wcojld probably result In the aceesiion 
to power of Ksih»iil (Nokr Ka^haol Hfocdd 
probably alw come to power 1* Mofi»deq 
should rente or die a natural d e«h) 

b. Con^UtulEonal meftns; An attempt may 
be wade to overthrow Uos$i4eq after the 
Majha reconvenes On 9 Octobcth It appears 
unlikely thai Kashanl could pertuade the 
Kftjm to v^te to ourt Mos»de<i In rtew of 
the absence or any isiue which eoul4 «r\e 
as a b«1s for ^tt^cfclnj Uouadeq, the re^ 
sources at KA&iadcfli dupou] for cwitroWlnj 
the deliberations or the Mijtts and MOii&dr<] -t 
rword as enampJon or natEonitk&t aspirations. 
Moreover, Mossade^ in opposition would pos^ 
a«£ much or the strength fchlch enabled bim 
to retain power tn July IPtt, and his, return 
to office mould not be unlllcely. 
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Coffuqutfttti of Hi* Aimmpti&rv of fW#r 
by Koihoni 

ft. If Kunanl w* Jt to tome U> powrr, the con- 
K^iitritca would deptfrd U|>on thr cLrcum- 
ilancei of Lh* tnhccfr ithJ upon the group 
or Rroup^ supporting htm it thil time, 
KfljJ>*nl mjght cwn* 1* power by: 
a A vat? of tft? Mt JIJ2 u nutting Wossatfeq, 
I*. A^uirJug onirol «#f inathtr Hitlonil 
Front rcgime If Mttitofrq writ icmot cd from 
12m polltkrAl Srtrt? 

*. A df 1] with u« Ty<k h r*rty by nhich 
Tudth *» glnn ftpmtftliUon In thr («- 
tramenL 

1 A cowman wllh tuIplu diigr-unlkd 
Am\y leaders and cohitniNvr vlfmrnls. 



If Kbhint should torn* to pwti, thr prcb- 
tbk net result In Inn would fr * iftaillon 
wow lor WhI* rn Inlti uti Uiui the Current 
cm, Th» »gL-ne wou id be more dlAcuH thin 
th-fr present one U>d»l *-jih on tht oil dispult 
VkI nwre r«titihl to ill Wttlcni Influence, 
The tJTectlvt jw** of thr gtutrnrntnt *hd the 
ttcurlty ahcm would di-runt. u would the 
tcwimk tuuttkon. There 1* no tssuraflc* 
thit tfte Mgtin* liquid not b< mrthEvwn by 
Mouidc^ tij bUemil duurruktt. or W * flirts 
l*ry wup B »Hh uend ehi*j#f we cwito* 
prctenlfr jwtOkL Herein, the probiWe 
ultimate cofutqurnrt of 1 ftaihuj reflnx 
wmiW be the pJOfrtisUf je ami deltriarition 
*f inn pwSbiy Indira u> the rrrnigA] 
t^urujMton of powrr by the Tudeh, 
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PROBABLE DEVELOPMENTS IN IRAN THROUGH 1953 

THE PROBLEM 
To estimate probata future developments in Ir*n through 1953. 



CONCLUSIONS 



1 
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1. Ttu Iranian situation contains so 
many elements of Instability that it is 
impossible to estimate with confidence 
for more than a short period. On the 
basis of present Indications, however. It 
appears probable that a National Front 
government will remain In power through 
1953, despite growing unrest. The gov- 
ernment has the capability to take effec- 
tive repressive action to check mob vio- 
lence and Tudeh agitation end will prob- 
ably oonllimB to net against specific chal- 
lenges of this port as they arise. The 
government Is likely to retain the back- 
ing of the Shah and control over the 
security forces. Although the danger of 
serious Tudeh Infiltration of the National 
Front and the government bureaucracy 
continues, we believe that Tudeh will not 
be able to gain control of the government 
by this means during 1653 Keltber the 
groups opposing the National Front nor 
the Tudeh Party are likely to develop the 
strength to overthrow the National Front 

by constitutional meant or by force in 
1953. 

2. Even in the absence of substantial oil 
revenues and of foreign economic aid, 
Iran can probably export enough to pay 
for essential imports through 1D93, un- 
less there is a serious crop failure or an 



unfavorable export market. The govern- 
ment probably will be able to obtain 
funda for its operation. Some inflation 
will occur. Capital development will be 
curtailed, and urban living standards 
will fall However, we do not believe 
that economic factors, in themselves, will 
result in the overthrow of the National 
Front In 1863. 

3. If present trends In Iran continue un- 
checked beyond the end of 1^53, rising 
Internal tensions and continued deteri- 
oration of the economy and of the budge- 
tary position of the government might 
lead to a breakdown of government 
authority and open the way for at least 
a gradual assumption of control by 
Tudeh, 

4. Settlement of the oil dispute with the 
UK Is unlikely In 1B53. 

6. During 1953 Iran will attempt to sell 
oil to other buyers, both in the Soviet 
Bloc and the West. Shortage of tankers 
will limit eales to the Soviet Bloc to token 
amounts. Small independent Western 
oil companies will probably not buy sig- 
nificant quantities of oil. We estimate 
that major Western oil companies will 
not be wiling to make an agreement 
with Iran so long as the current legal. 



^Q:. ; 



fi^ft^ 1 



economic, and political obstacles exist 
Nevertheless, some moderate-sized oil 
companies are becoming restive, and it la 
possible that combinations for the pur- 
ch&*e and transport of substantial quan- 
tities of Iranian oil may be made unless 
there is direct and strong objection by 
the US government The British would 
probably regard any arrangement be- 
tween US oil companies and Iran, In the 
absence of British concurrence, as a seri- 
ous breach of UK-US solidarity. 

8, Kasnanl or possibly another National 
Front leader might replace Mosssdeq 
during 1953, Any successor would prob- 
ably be forced to resort to ruthless tactics 
to eliminate opposition, in hla struggle 
to eliminate his opposition and particu- 
larly if he failed to do ao t Tudeh Influence 
and opportunities for gaining control 
would increase rapidly. 

7. The Mossadeq regime almost certainly 
desires to keep US support as a counter- 
weight to the USSR and appears to want 
Ufl economic and military assistance, 
Nevertheless, there will probably be an in- 



creasing disposition to blame the Ua d not 
only for Iran's failure to sell substantial 
amounts of oil or to obtain an oil settle- 
ment, but also for Iran's financial and 
economic difficulties. 

8. Therefore, the US Paint Four and mili- 
tary missions are Ukely to And it even 
more difficult to operate during 1953 
than at present. They would probably 
be placed under severe restrictions if 
Kashanl or other extremists came to 
power. However, neither the Mossadeq 
Government nor a successor National 
Front regime is likely to expel these mis- 
sions during 1B&3. 

9, The uaaH appears to believe that the 
Iranian situation is developing favorably 
to its objectives. We do not believe that 
the USflR will take drastic action In Iran 
during 1U&3 Unless there is a far more 
serious deterioration of Iranian internal 
stability than is foreseen in this estimate. 
However, the USSR has the capability for 
greatly Increasing its overt and covert in- 
terference in Iran at any time h to the 
detriment of Ufl security interests. 
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INTRODUCTION 

10. Event* atnee the nationalization of all in 
1BB1 have profoundly changed the political 
climate in Iran. The political foreea which 
brought Mossadeq and the National Front to 
power are powerful and lasting. The Shah 
and the frrmerLy dominant landowning class 
have loAt the political initiative, probably 
permanently. Nevertheless, the coalition of 
uroea nationalists and religious zatUota which 
«««^ heads haa ho agree* program for 
the future, being united primarily by a com- 
nian desire to rid the country of foreign in- 
fluence and replace the traditional gowning 
&r oups. The ability of the National Front to 



remain in power, as well as Iran's ultimate 
role in tilt Eaat-West conflict, will depend In 
large measure on the National Front's success 
in working out solutions to the serious social* 
political, and economic problems which will 
confront it during tbe next year. 

11. Although unreal in Iran derives from a 
complex of factors extending far beyond the 
oil dispute with the UK, this dispute none- 
theless has become the focal point of political 
activity, Moesadeq rods to power on the 
issue (if national taatlon of oil, and his present 
political atrength derives largely from his con- 
tinued daflance of the UK. 
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PJtOSPiCTS FOfi A NEGOTIATED 
OIL iCTTUMENT 

12. BritiMh Attititfa: we believe thai tn* UJC 
will almost certainly continue to Insist that 
there be soma form *>r neutral arbitration of 
the amount of compensation far the seizure 
of Anglo-Iranian OH Company properties even 
though nationalization per it is na longer in 
la&ue. The UK wli; probably also continue to 
resist making payments against Iranian 
claims without first obtaining Arm Iranian 
commitments to folio* through with t tattle- 
jnenL 

13. In taking this stand, the UK J* motivated 
primarily by consideration! of prestige and 
precedent. The Conservative government 
would face strong political opposition at home 
If U agreed to Mhasadeq '■ priwcn l terms. Per- 
haps more important, the British feel that 
caplt illation to Iran would threaten their own 
and the Weatern oil position generally In other 
part* of tt» Middle East. Meanwhile, the 
British feel under no Immediate compulsion 
to make a settlement with MoMadeq. In the 
first place, Increased production m other Areas 
has already made up for the ioai of Iranian 
crude oil production, although the refining 
capacity at Abadan haa not been fully re- 
placed. Secondly, although the UK believe* 
that lack of oil revenup* will result In pro- 
gressive economic and political deterioration 
In Iran,, it does not appear to regard a Com- 
munist takeover tn Iran ad Imminent. 

14. Moreover, the British are not likely to be 
induced to make greater concessions to Iran 
by the prospect of Iran'i selling oil in the ab- 
sence q( a stttenumt with AlOc The UK 
probably believes that tn die absence or an 
agreement between ban and a major US oil 
company, It can continue to aitert economic 
pressure on inn. and prevent the shipment 
and tale of significant quantities of Iranian 
oil in world markets. The British would 
probably regard nuch on agreement, in the 
ebeenca of British concur re urn, as a aarlou4 
breach of UK-US solidarity. 

IB. Iranian Attitude: Althuiagh the Mo*«Atisq 
oovenituent desires and beads revenues from 
the sale of all. its attitude toward the oil dis- 



pute la conditioned largely by political constd- 
oration*. The National Front has maiupu- 
lated oil nationalisation into such a powerful 
symbol of national Independence that no set- 
tlement would be acceptable unless it could be 
presented to the Iranian public ae ft clear po- 
litical victory over the UK. Mossadcq has 
been under growing pressure from extremists 
such as Kashanl who maintain that Iran's oil 
resources are a curse rather than a blculng 
and that Had should reorganise Its economy 
to avoid dependence on oil revenues. On the 
Other hand. Uossadcq's strength with Other 
elements |n the NalLonsj Front has depended 
largely on his continued success in persuading 
the Iranian people that he Is doing hja best to 
restore oil revenues but that he Is being 
blocked by limiah intrenalgeance, Injustice, 
and grmd- Whether or not Mo&sadoa, has the 
political strength bud prestige to persuade the 
Iranian public to agree to an oil settlement on 
terms which the UK could accept, his per- 
formance to data provides no indication that 
he desires to or will do so. On the contrary, 
he has made *uccewlvely greater demands for 
British concessions. 

IS We believe, therefore, that a negotiated 
oil settlement during the period of this esti- 
mate la unlikely, 

PRO ft ABLE DEVELOPMENTS IN THE ABSENCE 
OF A NEGOTIATED SETTLEMENT 
Thai Oil Prablam 

17. Despite the eareranca of diplomatic rela- 
tione with the UK, Iran will probably be re- 
captive durum thu coming year to Further 
proposals for a settlement Of the oil dispute. 
For political as well as economic reasons It will 
also make every effort to sell oD to other buy- 
ore, both in the Soviet Bloc and the West. It 
will avoid en taring Into any agreements which 
could be construed as violating Iran's sover- 
eignly or Its control of the oil industry. 

la. It la unlikely that Iran will self significant 
quantities of <i1l during JD&a unleaa It can 
niako arrange tuenta with a major Western 
petrolKum ihaLrihLitlng firm or a combination 
of moderate-*! wd firms. Although It Is likely 
to sign further trade agreements with Soviet 
Bloc countries calling for delivery of Iranian 
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ojL the **treme abartefle of tinkers available 
to the Beviet Bloc wW ntlrtel ihlpmmla to 
token amount It alao I* unlikely to Ball 
ftnartdalJy ilgnifteant quanUlifti of petroleum 
lo email independent Weatirn oil companies 
In view of the difficult!*! which thw* com- 
panies would have In chartering the n-eceuery 
tankers And In breaking into eattibllehed mar- 
kka Wft estimate thai major W«t*rn oil 
companies will not be willing to make in 
agreement with Iran m lung a* lhe current 
leg jJ, economic, end political o&aUcl« axial, 
NevertheSesa, ewne moderatc-elied oil cam- 
pa n lea are becoming rwiive, and at li paaafble 
that ecffihlnatlon* for m* puictiaaa and 
transport of tubatanUal quantlUea of Iranian 
{ill may be made unleia Uieie la direct and 
*Lronp objEction by the ua nuvcnmnent. 

16. Barring en agreement with 4 major W^t- 
ern conoern or combination of moderate-ataed 
firms, Iran will not raalLan jtufTklcnt revenue 
from oil to alleviate appreciably either the 
governmant r fl fiscal problem or the nation's 
economic dLffleulUiu. Tbe principal effect of 
■ueh limited Mm wwld bu political. Thay 
would enhance HoBHdaq'a pruilgo by en- 
abling him la claim tuct«aa In drying the UK 
and la c^aim urn his gotcrtuiwiU waa making 
pmgreis toward reatortog oil revenuea. 

Economic end Financial 

M. To date the Iobi to Iran of oil revenue 
dora not appear to have been dlrwtly reflected 
In reduced consumption level*, although In- 
vestment haa been atoned. Wholesale prtcei 
an4 the coat of living Index have rlwn vary 
little Aince early 1001 Blnca the beginning 
of ibm, totft has bean *crn& drop In real In- 
come andbualneaa activity, and a correspond- 
ing rtM tn unemployment mainly tvuute erf 
the postponement nt government disburse- 
ment* under budgetary pmaure 

Bi. Until mld-lPM, the government financed 
IU dfifldta mostly by aeiling g&vornment *s- 
aeta to the gotemmenl-cunir^Jicid Hank MellJ 

and borrowing rrem eeim-publlc Institution* 
By mld-iesa. tha govDrnmunt had exhausted 
Marly all its gold and foreign qxcIiaiijeh hold- 
inga eveept for the Legal mini mum required M 
hacking for the ciimttaiy. Since mld-lfiM. 



the government hw been meeting' 1'j deficit, 
currently running at SQDjDODrGOQ rial* a 
month, principally through unsecured loani 
from iht Bank HellL 

22 Moaaadeq U not likely to make autattmtlal 
raduotlant In governroflht 6%pendlturea. Al- 
though he at one time considered reducing 
the* arrant twoto budget, more recently he 
appeara to have realised the Importance of 
th«ae rwc:** In maintaining order throughout 
ttir country He cannot afTord to Atop paj- 
menta to tha unemployed oil worhen at Aba- 
dan Although ha may *ttajnpt to matUa 
eome of thow workerm tn other areu-, he will 
be reluctant Lo do ao fte long u the: e la a 
poaublllty of reviving the oil InduiUy Mc*- 
aadeq may P In fact, he forced to mcr^ajjw gov~ 
firnment enpendlturt^ to provide, for exam- 
pie, working capital for factories and to 
finance the amall economic development pp^j- 
Mtfl alrtwly undflr way Moreuver, he muat 
And funde Inr rriLef during the- Mack winter 
mqnthfl, when iomb unemployed agricultural 
and cunat ruction workeraeLutomarlly mlgrata 
to the citl««- 

33- ProapoclB tor lncreailng govenunfrnt r«*- 
nuee during 1063 are alight Th* only alg- 
n'lflcant wurcri l! liuraasfd tax revenue are 
the wealthy landlord* and tapiUlliUi Al» 
though Mcutaiuiuq hu the authority and will 
probably maka greater sflorta to tap thean 
aourcwij purhap In aoma cvn by outright 
confiscation, even full exploitation of ihtnt 
■□urcei would net eliminate the government 
deficit- On the baals of racmt picpcrlflnce, 
further btnnl laayoif ate not likely to ralic ade- 
quate aiTiUuiitiL. 

24. In thP ubrtL»nee of foreign aid during 1953, 
therefore, tin? government wUi proMbly t+* 
aort incraufntfly to deficit financing, prtmafl- 
ly by uniecuiad leans from the Sank Melll 
and by increealng the amount of currency In 
clrtulalion. Tlia government may alio re- 
aort to roflflacaUon of property and the ule of 
government itocke. auch as opium and rice, 

25. Tmn'N Imports will continue to decline, 
Although itxpcartfl are expected to be slightly 
holier thai? Lha l&Bi-ifl&a level, they will he 
Aumclent t& meet only about orw-half Iran p a 
Imporb prlur to the oil dlapube. In vlaw of 
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the near exhauatloa of foreign eKhang* hold- 
ings import* will haw to In reduoed to ap- 
proximately this 1***1- *«* contributing to 
Inflationary pressures and causing some re- 
duction in ufban biulnou u Ut iiy. Reducing 
Imports -will cause shar(i reductions In the 
availability of luicury good* and nme reduc- 
tions In capital soft** during IBM. but is not 
rxpectbd to deprive Iran of essential Imports. 
There will also be a trend toward barter agree- 
ments, and the Already substantial Iranian 
trade with Eh* Soviet Bloc will tend to in- 
cnae* 

IS. TUB oat results of tho financial and eto- 
nomlc steps likely Co be taken by the govern- 
ment during 1053 will probably be: price in- 
creases of perhaps ai much as 20 to 30 
percent: wme seduction In living standards 
In the cities; a substantial Increuse In the na- 
tional debt; ft reduction at privately held and 
government stocks: and further postpone- 
ment of the government's own economic de- 
velopment program. A continuing low level 
of capital goods import* will lead to some 
delertorftUon of Iran's physical plant; at the 
same time, upward prmuroi on the price 
level, artslag in large part from government 
deficits and declining public confidence, wili 
bring nearer the danger of runaway Inflation. 
Moreover, the government wilt have little mar- 
gin of safety for coping with such unantici- 
pated eventualities as n serious crop failure. 
Although we do nttl be! lave that these devel- 
opments, singly or collectively, are likely Jn 
themselves to cause the overthrow of the Na- 
tional Front In lQb3, a continuation of these 
trends beyond IBM will hive a serious effect 
on political stability. 

PolrHcol 

37. The principal internal political problems 
facing a National Front regime will be to re- 
tain popular support, to preserve unity in the 
National Front, and to maintain the morale 
and effectiveness of the security forces. 

26. During JPE3 the dispute with the U{C will 
Uiaduelly become less rfftctiv* m an instru- 
ment for rallying popular support behind the 
HovemmenL A= the genomic effects or the 
loas or qu revenues became more noticeable, 
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tlu government will b* under grater ■ 
from lorn* prapauy -oieViitrj to rwtare c4l In* 
corns. Tudeh and the more radJcaJ elesient* 
to the National Front will Increase their dav 
manda for loci al and economic Improvement* 
tn rupcuWp the National Front government 
will probably mltflif.pt a more vlfforoiu m> 
forcemenl ol Ji^nir.mi and labor lefflilitkn, 
Knf-pnt'omnr-t u'lll be haphazard and will ns 
qulft incrMued use of farw. The ugi-arla^ 
program will be bitterly oppwd by oama UavA- 
lonla. and cluhs between peasant! and Land* 
lajtii ore itht]y %q Increase. 

36. The lll*gAl Tudeh Party will Wntinw to 
profit front tho gjmdual Monomlc detcrlora^ 
tlon Efi* t wit] take place during 1G53 and * rom 
the haphaiard enforcement &f the govern- 
mont> f-rcjufiim for social and economic lm- 
prov&monu The party will L continue It* 
eHorto U> wtmlriiva And divide tlu National 
Pjuni, wlU attempt to instigate rlota and dll* 
ordera try peasants and urban worker*, anil 
win intern if y its ]*mpag anda ^ainsi the UB 
luul l]ie Shah It will pmbably mak« aotne 
further pruprtM In Inflltrating Uie NtUonaj 
Fran I And *ftn-* gtjvtmmeat aggnclM, Ho* T 
nar N Lha government hai the capability to 
take fifhctl^ rcpruaLve MtSon lo check tnob 
vloiftrtt* *nd Tadeh agitation U hu n- 
unity oil clawed atrlhea and will probably con- 
tinue lo oi"t u^ajrmL jp«]flt Tudeh v bJiUcngiss 
to Ib4 authority m thay arlae. We bfilJflVai 
that Tudfih will noL be granted legal statu** 
durlnK 191-H And that it will not develop luftV 
clcnt Mrfintftli Lo ^aln contrcil oi tlm govern- 
mfint by j-mlliamtnlary meana or by Jon:*. 
There Is acrinya cuntlT.ufntr danger Qt Tud«h 
InftltmUftn vt the NaLlonoJ Front and th« gov- 
firniPAtit Uurnurracy, but we believe that 
Tudeh will nctt b^ ubit lt> fain contra] of the 
^avenuHnt by thia means during 19&J 

SO, To maintain lUelf In power, the faverft- 
ment will vuly Increaiingly an the necurlty 
fcrma. Ai itnLpd abcve P the govern merit can 
and pTobubiy will Av-nW aubctantlat raduc- 
LiciTm Ln the miHUiy budget H^ent^h&ngM 
In t]itt hJgh (iim-niand art not believed to hay* 
aLgnin^antly rt'tluced the morale and edec- 
tjveneia of lhi> BPeurSty farces. Thi^e will 
probably rtfiiailn loynl lo the [jovefntnent. and 
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M given e*p!lclt aiders #Ul probably bt capa- 
ble of maintaining ort« except In the unlike- 
ly evtni of jimultaneoua nation-wide riots and 
disturbance*. We do Hoi belie va that r Jnu 
Tn den. Patty will develop auflUclent strength 
during IftfiS U* instigate disturbances beyond 
the capability ol the security forces to 

31, hfosudeq *IU probably continue to bene- 
fit from the Inability of the opposition La 
unite V exert cff«U** power. In the put. 
Mc&uctiiq hai Shown great skill In UoJatlng 
hLs opponents and attacking them one by 
one. He ta UMJy ^ continue those futtci 
and to adopt progressively forceful m*Asun» 
against thft opposition. Ttu> Majlis haa 
granted mm authority ta rule by d«n» untlt 
mid-February, and we bei]* V e he will bo abln 
to hiivi this powfer ut*nded If ft* eanaiders 
It nectary. 

82. It ihiu3 probable that the National Front 
will remain In power during IBS J. It la likely 
in retain the backoff of ttm Shflh and control 
over the aecwlty forces Tne graupA oppos- 
ing Hit National Front are not likely to have 
the strength ar unity to oven-throw 3t, How- 
ever, we an unable m 41 Lima la with ronfl- 
itunca whather MosMdeq hlniaalf win remain 
in pciwffr during IS63. Kashanl, MouaiWi 
.ilnuigaat potential appoint, tvlll probably 
continue to eaert a strong influence nn Mosea- 
deq ami consequently wilt probably prefer lo 
remain In the background whuo Mouadtq 
continues to nhoulder re&pomlbllLty, On. the 
nther hand, Kajhanl |a bullying up hi* own 
political ntrengLh and might, should he bo 
desire,, be able lo ouat Uauadn) by jmrllft- 
mentajry means during Ififta. 

aa, Ka&hard would aluo be the probable euc* 
c«idr la MosMdeq In the etent uf the tatter 1 ! 
death. Regardless or how Mowaden L* re- 
Placed, Kaahanl or any other National Prait 
i-uccfiiaor could not be aaaurtd ol the support 
J all the dlvurse dei^ni* of the National 
Front, Any juceaaior regime would, there* 
'»«p b* likely to rwon to rmhlewneu to 
dwtroy opposition In iU rtrujiuLe to da so, 
™ l»rtlcmaf|y u |i ffti!(Hl ^ d0 Wp ^^ft 
Muttua an^ opporLuTUMM lor H n!nlng con^ 
Lrol wtmid incmaac rapwiy 
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94- U preaent Irrndfl Jn Iran ecmUnu^ un- 
checked beyond lh» and of 1863, ruing in- 
ternal tamlon! and continued deterioration 
of th-a ecociamy and of ihB budfet&ry paJiion 
of tha governniimt might lead to a break- 
down of govarnmtnt authority and open tha 
way tot at leaat a gradual uaofnpUcm of 
control by Tudeh. 

PftOiAILf PEVELOPMENTS IF THE UK AND 
IRAN BEACH AGREEMENT ON THE OIL 
QUESTION 

3JS, ]f tha Iranian QoHrnraent reached an oil 
KUlemenL with the UK — no matter how 
Tavnrable to Imti — it would aimosE certainly 
bo confronted with vJoli^t d^fnonslTBtLani In 
urban ce^ten by Lhe Tudeh Party and prob- 
ably by extremJat el^manta In the National 
Front There would also be Immediate dan- 
ger of Tudeh aabotag« of aU.lEutalLatiana. 
HowtveP, HiB Bovurriiriflnt would Almost cer- 
talnJy hate the backing of the Shah, the 
aacunty forces, and the more moderate Na- 
tional Front element* and would probably be 
Abl* tfi aupprcai the*e dWurbancM- The re- 
sumption of large-scale oU flKpovta woultl go 
far toward easing the government 1 * budgetary 
dimc:uttteq *«d wduld *nab!e it to :ake itepa 
to Lncrmafl the lupply ol gooda and reduce 
inflationary prewurei, and Lo expand !La eco- 
nomic development program.. Nevertheleu a 
anil- foreign aeniLmflnt, particularly agaLnftt 
tha UK 3 wi*utd remain itrong. aftd evEn with 
4UbAlatitlal oil revenues the Bomnment 
wo-j)ii atLU havp great difficulty in dispelling 
the antagonism a amused between tandlorda 
and I'puftniita and between the "haves' 5 Md 
^tuive nata," which would continue ta he a 
ma] or cause u1 instability. 

WIOIABIE DEVELOPMfNTS IF fRAN 5EUS 
SUBSTANtUL QUANTITIES OF OIL WITHOUT 
BRITISH CONCUJIHENCE 

3B. If Iran wsn to mJccsEd In making a con- 
bract for the continuing aale of substanUn.1 
quantities of oil to a major W«tem oil conv 
pany without having reach**! a settlement 
with the UK, the economic effects would be 
aubitantlally the aame aa thaoe described m 
pai-a^raph 35 above. Tudeh reaction would 
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almost certainly t« rto ^ nt > «* Ul * rt "R 1 * 
U some opposWan from extremist elamanti in 
the National Front In my event, the gov- 
■romeflt could MiipprtM *ny dWurb^M that 
might arts* and ita P™"g* ™ld *° ™f?" 
■ribly flnhaflMd- Ba*lc onuses of instability 
would remain, but the government would be 
In a stronger poaltlon to arreat the ttend 
toward eventual Tudeh aenlrol 

IRANIAN RELATIONS WITH THE US AND USSR 

37. The MC£sadeq regime will prot»JM.lF «n- 
tinue iti p rsw^re on tha U8 to periuad* Hi* 
UK to ifie* to Inltfon terms in the all de- 
pute wd will te quiet la crlUnlte *ny signs 
of what It consider! Ufl support for the UK 
It Will also continue tra ivqutPt financial 
assistance, arguing that the withholding of 
US aid Increases the danger at ultima Id Tudeh 
control. 

SB. The Moesodeq regime will not wish com* 
plebaly to alienate the US. M4iHAdeq almost 
certainly desires US suppcrt as a counter- 

weight l" the USSR arid ho appears to dnln 
US economic and military uskslence- NetftT- 
tftelesa, u Internal teftrttim mount* there will 
be in incntaaLne tendency (o fctme the UE, 
not only for the failure lu taston- subelanUA] 
all mvaniwi. but alto for Iran 1 * financial and 
economic difficulties. The US military and 
Paint Four mission* In Iran may therefore 
rind It even more difficult to operate during 

1963 than at present. 

■ 

3f> K&shani or other ojLlremlst National 
Front leaders who might supeeed Iticuadaq 
would probably be more opposed lhao the 
Mouadaq regime to the eiuccU* of US Influ- 
erica in Inn and would probabJy place grater 
restrictions on US missions In trait How- 
w*r, their recognition ol the n»d of US sup- 
port to county? Burial pmsure and thetr 
ukiumledpnant of the value to Iran of Feint 
INiur aid would probably che^k tny inclina- 
tion they might have either to terminate 
Point Fbur aid or to expel the military 
missions. 

«- Irank official relation* with the VB&K 
will probably remain coo] and guard**!. Al- 
though both government* win seek to increase 



trade bf;ween Iran and the Stylet Eloe f the 
National Front will almost cslalnly avoid 
any action which would fuhject Iran to Soviet 
domination. On the other hand, It will ml 
wish to destroy the USSR's value as a counter- 
weight to the West. In the UN, Iran will 
probably take a neutralist antl-eolonlallat 
position and support any attempt to establish 
a neutral Arab-Asian bloc. 

41. Vm It* part, the USSR appears to behave 
that the Iranian situation la developing 
favorably to Its objectives. While continuing 
Its tupport of Tudeh and tie rloient radio 
Attacks on tha government and the Bhah. the 
Soviet Union is unlikely to take any drastic 
action to Influence the Iranian situation dur- 
ing iti£3 pvcepi In the unlifc*;y t*tnl of a Jar 
mori aerlrtus deterlairatlon of lritnlan Internal 
atabLILiy than Jj* /oreeeen In this estimate, 

42. The UHHH, however, has the capability for 
greatly increasing Its Interference In Iran At 
any llmfl- to the detriment of US security 
Intermits. Its capabllltlee Include: greatly 
increasad support of dlsejlectlon and subver- 
sion In Aierbaljan. toeluriJng the Infiltration 
or Septal Aiarbaljanla; grtfttly lucnaatd 
Anlmclal support for Tttdeh; offer of economic 
and Ananeial Inducements to Iran; stirring 
up«f the Kurds; and heavy pressure Tor the 
rnnoval or the US missions, legal tst& lion of 
Tudeh, ei^J removal of le|*l k&h* Qn ^** 
Tudeh pross. Tfw USSft would probably »- 
Jriln from us* of Soviet armed forces in Irah^ 
because nf Ihu poflfllble global coneeflu^^ees of 
sucb interviiutlon. Soviet intervention short 
qf the use of Soviet aimed fanes would ptcAh 
ably not result during I&B3 In the direct over- 
throw of the Iranian Government or the 4«- 
LachmnftL of Aierb6l]ftn but could have a 
teriouftly advene eJtael on the stability and 
Integrity of Iran and on US security Inlertft* 
there. 

43. Nefiolliltl^ns on the future of the USSR's 
Caspian H«a Fights rlea concession, which e*c- 
plren 31 Junuary 1953, may provide an indi- 
cation or a change In Bavldt-Iranlan relntlo™, 
although both Iran and the USSR will prob- 
ably confine themselves at most to hard 
bargaining 



sJteV 



5j? 



,•■::. 



(JaJ (1) 
Cb) (3) 



TOP SUCRE? - 



APP&OVED TOR RELEASE 
rWPE; JUL 2005 



23, 1RAH 

present Situation 

Political - Retired General Tazloll&h Zahedl* who became 
prime minister on 19 August after removing Mohammad Hossadeq p 
appears to be establishing a western-oriented, moderately 
nationalist government. Hiifl regime relied beavlly on nob 
support Id coming into power and now appears to have general 
popular acceptance. Although there Is as yet do organized 
opposition, Zahedi's ability to retain control of the govern- 
ment depends to a large extent on his capacity to solve suc- 
cessfully the country's many problems. 

The most immediate problem facing the new regime Is to 
establish a stable and loyal government, Eahedi has taken steps 
to eliminate unreliable employees. Communist and non-Communist p 
from all government offices- However, serious friction which 
has developed between Zahedi and the Shah could threaten the 
stability of the government if the two do not reach an under- 
standing. Encouraged by the popular acclaim which brought 
bin back from entile after the Zabedl coup* the Shah has en- 
deavored to become the actual > as well as the constitutional* 
comma nder^in-cbief of the Iranian armed forces. His issuance 
of orders to the army and promotion of officers without con- 
sult log the prime minister have aroused the latter ■ s resent- 
ment. 

financial - Iran's treasury is nearly empty and its debt. 
Inherited irom the Hossadeq government p was estimated by the 
Iranian National Bank to be $500,000,000+ The continuing lack 
of oil revenue coustributes tc a monthly deficit in the Iranian 
budget of several million dollars. Recent US emergency aid of 
$45,000, 000 p in addition to about (23, 000,000 In point IV aid, 
will help meet Iran's budget deficit until next April p and will 
be adequate to initiate a few projects which will create teppo- 
rary work for some of the many unemployed. 

Oil - The onlj long-term hope for improvement in Iran's 
financial position lies in n settlement of the oil dispute. 
Zahedi and tht British appear willing to begin oil negotiations. 
The British have insisted on settlement terns which would per- 
mit them to ask compensation for loss of profits up to 1993, 
and prevent Iran from profiting more than its neighbors from 
Its oil resources, public opinion forces Prime Minister Zahedi 
to work within the framework of the 1951 nine-point oil nation- 
alization law and will not permit a settlement which would 
appear to derurlve Iran of the full benefit of its oil resources, 
The success of the oil negotiations depends on the ability of 
Britain and Iran to reconcile these views, 
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Coamunism - IandUtely upon taking office p Zftbedi opened 
ft vigorous campaign igtinst the Cowauniet Tudeh , whlcb numbers 
be tw^e o 30,900 and 35,000. Hany thousands of suspects were 
Arrested and Re vera 1 hundred have been exiled to the western 
Iranian wastelands. The Tad eh program in crippled, although 
the core of the party ifl probably intact. Continued vigilance 
■ □d suppression by the security forces is necessary to neutral- 
ize the party. 

Security forc^ - The amy and tha gendarmerie^ oil uhlch 
the Klability of Iran ultimately depend* p total about 153,000. 
The; continue to receive some American equipment as well as 
training assistance fro* the three small American military 
mlqs i o Dd Id T<* hr a c . 

Intrigues among high-ranking officers Create difficulties 
for both tli* Shah and the prime minister. The ability of the 
security forces to ulntftin internal security is good, Use 
tribes f particularly the Qashqal in southern Ir*p p who supported 
MoBBadei), can cause trouble; but as A whole they probably pre- 
sent no serious threat to the army's control, Tfee Shah 1* 
anxious to Improve the army's equipment and morale through 
higher pay and better housing. Be bag also requited heavier 
tanks and artillery, and more engineering equipment, as well 
a« jet aircraft and jet-training* 



RelatippB with the US - Thv present government is oriented 
worm toward the Vetted States then wee the itosmadeq government. 
Prompt American amerce ney aid, and Iranian suppression of anti- 
Auericai) Communist propaganda have, for the present at least p 
produced a friendly attitude among Host Iranians, 

The prime minister vis disappointed by, vbst be considered 
the small amount of the American grant. Be sent a personal rep- 
resentative to Washington in lite September to urge more aid. 
The Shah also pressed lor additional financial assistance to 
the extent of about $1 ,000*000 monthly for the armed forces, 
upon which he believe* the security of bis position depends, 

Estimate of Probable Developments 



It ie still too a 
the prospects for the 
ably have a tew nontbs 
problem*, he *uet make 
the ultituate dis in tegr 
minister will almost c 
of the oil problem if 
attacking Iran's under 



arly to reach firm conclusions regarding 
oew regime. Although ZabedL will prob- 
of grace In which to work out his 
nnme progress on many fronts to a to id 
aticn of his government. The prime 
ertainly have to achieve some solution 
he Lb to obtain an adequate basis for 
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backwardness. Be clearly expects further DS assistance, Ev#n 
with tit oil eolation pud Aueric«ij »JLd, e^oiionie and social 
Improv4nwnt cannot to achieved rapidly P tad the governneot 
will find it difficult to satisfy popular Aspirations, More- 
ov*r, £*hedi or his successor will probably toco we increasingly 
■ubjocted to the political intrigue* which have characteristi- 
cally United the effectiveness mod tenure of previous Iranian 
Coraronebta. 
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PROBABLE DEVELOPMENTS IN IRAN THROUGH 1953 

THE PROBLEM 
To estimate probable future developments In Iran through 1953. 



CONCLUSIONS 



2. The Iranian situation contains. io 
many element* of Instability that It la 
Impossible to estimate with confidence 
for more than a fen months. On the 
basis of present Indications, however, It 
appears probable that a National Front 
government will remain in power through 
1 953, despite growing unrest The gqv-_ 
emment has'the capability to take effec- 
tive repressive action to check mob vio- 
lence and Tudeh agitation and will prob* 
ably continue to act against specific 
challenges of this sort as they arise, The 
government Is likely to retain the back- 
ing of the Shah and control over. the 
security forces, 

2. Even In the absence of substantial oil 
revenues and of foreign economic aid, 
Iran can probably export enough to pay, 
for essential imports through - 1953," un- 
less there Is a serious crop failure or an 
unfavorable export market. .The gov- 
ernment probably will be able to obtain' 
funds for its operation.. Some - Inflation 
will occur. Capital development will 
be curtailed, and urban living standards 
will falL. However, we do not believe 
that economic factors, In themselves, will 
result In the overthrow of the National 
Front In 1051 



3. Under these circumstances, the Com- 
munist Tudeh Party ts not likely to de- 
velop the strength ■ to overthrow the 
National Front by constitutional means . 
or by force during the period of this esti- 
mate. Although the danger of serious 
Tudeh Infiltration of the National Front 
and the b^ffe^ucricy continues, Tudeh Is. 
.$lso unlikely to. gain -control by. this 
means during 1953. Nevertheless, unex- 
pected, events, .such as a serious crop 
failure or a spat In the NattdhaTFronf 
as a result of rivalry among Its leaders, 
wouldJncrease.Tudeh capabMt)es~great^ 
_ry. And If present trends in Iran con- 
tinue unchecked beyond the end of 1953, 
rising Internal "tensions and continued 
deterioration of the economy and of the 
budgetary position of the government 
: are likely to lead to a breakdown of gov- 
ernmental authority and open the way 
for at least a gradual assumption of con- 
trol by Tudeh. 
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i. Settlement of "the oU dispute with the 
UK is unhkery In 1053. 

6. During 1953 Iran will attempt to sell 
oil to other buyers, both In the Soviet 
Bloc and the West Shortage of tankers 
will limit sales to the Soviet Bloc to token 
amounts. Small Independent Western 
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oil companies wilJ probably not buy sig- 
nificant quantities of oil We estimate 
that major Western oil companies wilt not 
be willing to make an agreement with. 
Iran so long as the current legal, eco- 
nomic, and- political obstacles exist. 
Nevertheless, some moderate-eked _oll 
companies are becoming restive, and it is 
"possible that combinations for thepufc 
chase and transport of substantial guan* 
titles of Iranian oil may be made unless - 
there is direct and strong objection by 
the US Government The British _ wouUT ' 
probably regard any arrangement be- - 
tween US oil companies and Iran, In the 
absence of British concurrence, as a-seri— 
ous breach of UK-US solidarity 

6. Kashanl or possibly another National 
Front leader might replace Mossadeq 
during 1053. Any successor would prob- 
ably be forced to resort. to ruthless tac- 
tics to eliminate opposition. -In his_ 
struggle to eliminate his opposition and 
particularly if he faikd to do so, Tudeh 
influence and opportunities for. gaining 
control would Increase rapldiyr 

7. The Mossadeq regime almost certainly 
desires to keep US support as a counter- 
weight to the USSR and appears to want 



US economic and military assistance. 
Nevertheless, there will probably be an 
increasing disposition to blame the US, 
not only for Iran's failure to sell substan- 
tial amounts of oil or to obtain an oil 
settlement, but also for Iran's financial 
and economic difficulties. _ 



6. Therefore, the US Point. Four and 
military missions are UXely to find it 
even more - difficult to operate during 
1053 than aTpresent They would prob^ 
ably be placed under severe restrictions. 
if Kashanl or other extremists came. to 
' power. However, neither the Mossadeq 
Government, nor : a successor National 
Front reg ime is lik ely to expel these mis- 
sions during 1963. 

9. The USSR appears to believe that the 
Iranian situation Is developing favorably 
to Its objectives. We do not believe that 
the USSR will take drastic action in Iran . 
during 1953 unless. there is a. far. more, 
serious .deterioration of Irajtahlnternal 
stability than is foreseen in this estimate. 
However, thVOSSR has the capability for 
greatly In creasing its .overt and Covert 
Interference in Iran at any time, to the 
detriment of US security Interests. 



DISCUSSION 



MTROOUOION 

10. Events since the naUonahiaUoa of oil in 
1*51 here profoundly changed the political 
climate in Iran. The political forces which 
brought Mossadeq end the National Front to 
" power are powerful and testing. The Shah 
and the formerly dominant landowning class 
have lost the poMUcel initiative, probably 
permanently." Nevertheless, the coalition of 
urban natlonaUsU and religious eeelots which 
Mossadeq heeds has no agreed program for 
the future, being united primarily by a com- 



mon desire to rid the country of foreign In- 
fluence and replace the traditional governing 
groups. The aUUty of the National Front to 
remain In power, as well as Iran's ultimate 
role Jp the East-West conflict, will depend In 
targe measure oh the National Front's success 
In working out solutions to the serious social, 
political, and economic problems which wfll 
conf nvnt it during the next year. 

li. Although unrest In Iran derive* from a 
complex of factors extending far beyond the 
oil dispute with the UK* this dispute none* 



!li 



thetas hM become_the focal point of political 
activity. Mossadeq ride to power on the 

iuue of lutknAttttttan of oD, and hli present 
political strength derives largely from his ton* 
tinued defiance of the UK. 



MOSWCTS FQR A NEGOTIATED 
Oil SHUEMENT 

It British AttitwU: We belike that the UK 
will Almost certainly continue to insist that 
there be some form of neutral arbitration of , 
the aiaount of compensation for the setrure 
of Anglo-Iranian OU Company properties even , 
though nationalization per e* Is no longer an 
issue. The UK will probably also continue to 
resist making payments against Iranian 
claims without first obtaining Ann Iranian 
commitment* to foUov throug h with a t e ttle- 
ment- 
is. In taking this stand, the UK U motivated ~ 
primarily bj coaslderaUons of prestige and 
precedent The Conservative' government 
would face strctfg political opposition at home 
if it agreed to Mottadeq'a present term*. Per-. 
hap* more Important, the British feel that, 
capltulaUoh to Iran would threaten their own 
and the Western oO position generally In other 
parte of the Middle East Meanwhile; the 
British feel under no Immediate compulsion^ 
to mate a settlement with Hocsadeq. In the 
first place, Increased production in other areas 
has already made up for the loss of WKhlflr 
crude cQ production, although IhfcTeflnlng 
capacity ** Abadan has not been fuHy.re-. 
ptaced Secondly, although the UK beHevftf 
that lack of oil revenues wm result In prcr 
gresslve economic tnd political deterioration 
in ban, It does not appear to regard a Com- 
munist takeover In Iran as imminent . 

14. Moreovcr t the British are not Ukely to be 
Induced to make greater concessions to Iran 
by the prospect of Iran's selling oQ in the *b- 
aenca of a settlement with AIOC The UK 
pribably believes that in the absence of an 
agreement between Iran and a major US^U~ 
company, it can continue to exert economic 
> pressure on Iran and prevent the shipment 
and sale of significant quantities of Iranian 
oil in world markets. The British would' 
probably rrgard such an agreement, in the 



absence of British coQcurreK*» m a serious - 
breach of UK-US aoUdsrlty. 

U. Iranian At t itude: Alt hough the Moissadeq 
Government desires and needs revenues from 
the asle of cD, its attitude toward the oU dis- 
pute ts condittned largely by political coniJd- 
ereUoni. The H stional Front fc**-manlpiF 
latcd oil luUonahaatlon Into such a powerful " 
symbol of national independence that no set- 
tlement would be acceptable unless It could be 
presented to the Iranian public as a clear po- 
litical vktcty over the UK Mowadetf has 
been under growing pressure from extremists 
such as Kashini who maintain that Iran's oD 
resources are a curse rather than a blessing 
and that Irenihould reorganise its economy 
to avoid dependence on Oil revenues.— On the' 
other hand. MD6sadeq's strength with" other 
elements in the NeUorial Front has depended 
largely on his continued success In pmuadlhg 
the Iranian peofte that he Is doing his best to 
restore ofl revenues but that he Is being 
t9»X<£ byJW^'tntranslgeanceri^ust^ 
Agreed Whether or *otMo*»deq has the 
political strength and prestige to perfuade the 
Iranian public to agree to an oD setUeroehton 
terms which the UK "could accept, his pfer- 
formance to date~pwvfdes no Indication that 
he deiircs loarwffl do *& On the contrary p 
he has made successively greater demands for 
British concesricms. 



10, We believe, therefore, that a negotiated 
oil settlement during the period of this eati- 
:mate is ujtfttefc. 



FftOSAftLE DEVaOPMEWTS IN THE AMENCC 
OF A NEOOlUTtO SETTLEMENT 

The Oil Problem 

17. Despite U* severance of diplomatic rela- 
tions with the UK, Iran will probably be re- 
ceptive during the coming year to further 
proposals for a eettlemefat of the oil dispute. 
-Ftor political as well as economic reasons It will 
also matte every effort to sell on to other buy^: 
ere, both in the Soviet Bloc and the Weet It 
win avoid entering into any agreements which 
"could be construed aa violating Iran's sover- 
eignty of its cootroi of the oD industry. 
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lft» It to uiiMkely tiet Iran wDI sell significant 
quantities of oil during 1053 unless It can 
mate arrangements with a major Wesfcatf 
; petroleum distributing firm or * combination 
of zrodettte-tiztd firm* Although it to likely 
to *Ign further trade agreements with Soviet 
Btoc countries t^ain$ for delivery, of, Iranian 
oil, the extreme shortage of tanker* available 
to the Soviet Bloc will restrict Shipment* to 
token amounts* It also to unlikely to tell 
financially significant quantities of petroleum 
to small Independent Western oil companies 
In view of the difficulties which these com- 
panies would have in chartering the necessary 
tankers and In breaking Into established mar* 
keto. We estimate that major Western oD 
companies will not bo willing to make an 



21. Until mid-1952, the government finaiwcd 
ill deficits mostly by selling government as- 

~"»ete to the govemmentrcontrolled Bank llelll 
and borrowing from semi-public institutions. 
By mld~1952 P the government had exhausted 
nearly all lis gold and foreign exchange b6Ut- 
tngs eiceptfor jhe legal jninimum required as 
backing for the currency. Since mld-1952, 
the government has been meeting Its deficit, 
currently running at 800,000*000 rials a 
B^th, principally through unsecured loans 
from the Bank tteUE 

22. Mossadeq b.notjjke^y to make substantia] 
reductions In government expenditures. Al- 
though. bfcjiV ope time co nsidered reducing 
the armed forces budget, more recently he 

agreement with Iran so long as ^^M -*PP^^^ ve "ff* ^^ft*"" °f 
\^ economic, and prtltSi obstacles exist J^ 1 ^*^ 1 ^^ 
Sheless, aUc rSrfmte^lzed oil com- ./^™** ?L"S^ %°* v *X KT 

panles are Ucomlng restive, and lt*pcwlble_ »" tt ij^^^a^f H IL^ 
«v.« AAMh vi~*ii M .r #~ iw », M v*»* A »ui — «n- Although he may attempt to resettle 

some of those workers In other areas, ha win 



that combinations for the purchase and 
transport of substantial quantities of Iranian 
on jnay be made unless there to direct and 
strong objection by the US Government 

U. Barring an agreement with a major W&tr 
em concern or combination of moderate-sited 
firms, Iran will not realise sufficient revenue 
from ofl to alleviate appredabty either the 
government's fiscal problem or the nation's 
r economic difllcultie*. The jrtnclpd effect of 
such limited sales would be political. They 
wouW enhance Uossadeq's prestige by en* 
abUng him to claim success In defying the UK 
and to claim that his government was making 
progress toward restoring oil revenues. 

Economic ond Financial 

SO. To date the loss to Iran of ofl revenues 
docs not appear to hare been directly reflected 
In reduced consumption levels, although in* 
vestment has been slowed. Wholesale prices 
arid the cost of Uvtog index have risen very 
little since early lftM. Since the beginning 
of 1953, there has been some drqp In real In- 
come and business activity, and a correspond 



be reluctant to do so sis long as there to a 
possibility of reviving the on Industry: Mo** 
sadeq may. In fact, be forced to increase gov^ 
eSi\mflat "expenditures, to provide, for exam- 
ple, working capita] for factories and to 
finance the small atomic devdoprnent proj- 
ects already under w^y. ' Moreover, he mutt 
find fondr for relief during the slack winter 
months, when some eumployed agricultural 
"send construction i workcrt'customerlly migrate 
to the dues. 

S3. Prospects for Increasing government reve- 
" - mies during 1*W are slight- The only sig- 
nificant sources or Increased tax revenue are 
the .wealthy landlords and capitalists. Al- 
though Mos&adeq has the authority and will 
probably make greater efforts to tap these 
sources, perhaps in sop* ease* by outright 
confiscation, even fun exploitation of then 
- sources would not eliminate the government 

deficit .On the basis of recent experience, 

further bond Issues are *ot likely to rates ade- 
quate amountsL 



SI m the absence of foreign aid during lftU, 
tog r tee In unemployment, mainly because of— therefore, the government will probably re* 
the postponement of government disburse- sort Increasingly to deficit financing, primarl- 
inents under budgetary pressure. ly by unsecured loans from the Bank MeUl 
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art by Increasing the amount of currency to 
circulation. The government may tin re- 
port to eonfictAlkn of property and the sals of 
government stocks, such as opium and rice* 

tt> Iran'! imports will continue to decline* 
Although experts are expected to be slightly 
Wghrt than the' 1631-1052 lev*), thqj will be 
sufficient to meet only about one-hall Iran's ' 
Imports prior to the on dUpute. In view'Cf 
the near exhaustion of foreign exchange hold- 
ings, imports will have to be reduced to a> 
proximately this level, thut contributing to 
Inflationary pressures and causing some re- 
duction tn wbanjwul&ws activity. Reducing- 
Imports wiu cause shajrp reductions In the 
availability of luxury goods and some reduc- 
tions in capital goods during lttS.but Is not ? 
"expected to depriVelran of essential Imports. 
There will also be a trend toward batter agree- 
ments, and the already substantial Iranian 
trade with the Soviet Bloc win tend to to-. 
crease. 

2& The net results of the financial and eco- - 
comic steps likely to be taken by the govern: 
ment during 1WS will probably be: price in- 
creases of perhaps as much as SO to SO. 
percent; some reduction to lMng "standards 
to the dues; a substantial Increase to the na« 
Uonal debt: a reduction of pritately held and 
government stocks; and further postpone^ 
ment of the government's own economic de-_ 
telopmcnt program. A continuing low level - 
of capital goods Imports wlU lead to some 
deterioration of Iran's physical plant; at the 
same timet upward pressures on the price 
level, artting to large part from government 
deficits and declining pu^Uo confidence, will 
bring nearer the danger of runaway Inflation. 
Moreover, the government will hava little mar- 
gin of safety for coping with such unantici- 
pated eventualities as a serious crop failure. 
Although we do not believe that these deveV 
opments, itogjy or collectively, are likely to - 
themselves to cause tbejnrerthrow of the Ne- 
tlonal Front to IteS, a continuation of these 
trends beyond iftSJ will have a serious effect 
oo ptflticel stability. 



PbtMcoL 

17. ThTpflndpa] 'internal political problems 

fadng a National Front regime will be to re- 
tain popular support, to preserve unity to the 
National Front, and to maintain the morale 
and effectiveness of the security forces. 

H During W5S the dispute with the XJK will 
gradually become -lea* effective u an Instru- 
ment for rallying popular support behind the 
government A* the economic effects of the 
toes of oil revenues become more noticeable, 
the government will be under greater pressure 
from large properly owners to restore oil ln»_ 
tttse. Tudeh and the more radical elements 
to the National Front will Increase their de- 
mands for social and economic Improvements. 
In response, the National Front government 
wffl probably attempt a more vigorous en*. 
tenement of agrarian and labor legislation.. 
. Enforcement will be haphazard and will re- 
quire Increased use of force — TCa agrarian 
program will be bitterly opposed by some land- 
lords, and clashes between peasants and land- 
tods are likely to increase. 

». The Illegal Tudeh frar^ will continue to 
profit from Jhe_ gradual economic deteriora* 
Ucn that will take ptac* during 19SS and from 
the haphazard enforcement of the govern- 
■ ment's program for social and economic im*. 
provementa- The party will continue Its 
efforts to weaken and divide the National 
Frcct, yffl attempt to instigate riots and dis- 
orders by peasants and urban workers, and 
. will Intensify Its propaganda against the US 
and the Shah. -It wUI probably make some 
farther progress to Infiltrating the National 
Frtnt and some government agencies. . How- 
em, the - government has the capability to 
take" effecllTc repressive action to check mob 
violence and Tudeh agitation. It has tt- 
cently outlawed strikes and will probably coo- 
tow to act against specific TudaTffiallenges 
to Its authority ** they arise. We believe 
that Tudeh wfll not be granted legal status 
during Wi and that it ^Ul not develop suffi- 
cient strength to gain control of the govern- 
ment by "parliamentary means or by teoe. 
There Is aerious continuing danger of Tudeh 
toflltretim of the National front and the gov* 
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eromftnt IwTtiucriiy. but we believe that 
Tudeh will not be abld to g*in contril of the 
government by this means during 19$}/ 

90. To maintain iUelf In power, the govern- 
m«\t will rely mcftailngly on the security 
forces Aa'atatcd above, the government can 
and probably will nold aubetantlel reduc- 
tions in the mlHiary budget Recent changes 
in tbe high commend art net believed to have 
Idgnlficantly reduced the morale and effec- 
tiveness of the security forte*. These will 
. probably remain loyal to the government and 
if given explicit ordert will probably ^jr-Ajvt; 
bit of maintaining order except In t hevnlfltc^ 
ty event of simultaneous nation-wide tfots~fifid 
disturbance* We do not believe that 'the 
Tudeh Party will develop sufficient strength 
during UJS to instigate disturbance! beyond 
the capability of the security^ force* to 
control. 

SI. Uossadeq wfll probably owtlnue to bene- 
fit from the inability of the opposition - to 
unite or exert effective power.- In the past* 
Mccsadeq has shown great skill in Isolating 
hli opponent* and attacking them one by 
one. He is likely to continue thwr tactics 
and to adopt progressively forceful measures 
agaliut the opposition. Tbe^lAJtUrha 
granted him authority to rule by detitt Onto 
mW*February § and we MlWriflinrtl] be able 
to have this power extended if h*~conxSdert 
It necessary. 

33. It seems probable that the Natfofoal rfont" 
will remain in power during ltoj~ It is likely" 
to retain the backing of the Shah and control 
over the security forces. The groups oppos- 
ing the National Ftont are not lfltely to have 
tho strength or unity to overthrow It- How- 
ever, we are unable to estimate with confi- 
dence whether Mossadeq him&elf ^tfll remain 
in power during 1953. Ktthanl, Mss$ad«i'*~ 
strongest potential exponent, win probably: 
continue to exert a strong Influence on Moul- 
ded and consequently will probably prefer to . 
rectoin in the background while Uossadeq 
continues to shoulder reapotulMUty. On the 
other hand, Kaahanl Is building up his own 
political strength and mffht» ahotdd he to 



dealre, be able to oust Mossadeq by parti*- - 
menlary means during IMS. 

M. Kashanl would alao be the probable tuc- 
c*«sor to Motsadtq In tbe event of the latter"! i 
death. Regardless of how Mossadeq Is it- ' 
placed, Kashanl or *ny other Rational Froot ? 
successor could not pt assured of the support 
of afi the diverse ekmenta of the KaltoBil 
rropt Any successor regime would, there- 
fore, be likely to roort to ruthleasneas to 
' destroy opposition. In 1U struggle tojJo so, 
and particularly if It failed to do so, Tudeh 
influence and opportunities for gaining eoz^— 
troi yfouM jhcre asr rapidly. 

$i. U p resent tr end* In Iran continue un- 
checked beyowTthe end of 19J8/ rising la 1 
temel tensions and continued deterioration 
of the thorny end of the budgetary position 
of the government Bright lead to a break- 
down of government authority Wd open the" 
way for at least a gradual assumption, of 
control by Tudeh* 

W08A8L8 DEVELOPMENTS IF THETUITAND 
IRAN REACH AORE€MENTON 1HF~Oft 
GUWTION -_ 

M. If the Iranian Government reached an oil 
eettlement with the UK— no matter how 
favorable to Iran— it would almost certainly 
be confronted with violent demonstrations to 
urban centers by tht Tudeh Party and prot^ 
ably, by, exlrtmlst elements" to the NaUocal 
Fwastw : There wou ld also be Immediate daa- . 
ger of" Tudeh aabotage of oil Installations, * 
However! the government would almoet cer- 
tainly have the backing of the Shah; the 
security foices, and the more moderate H& 
Uonel Front elementa and would probably btf 
able to tupprtsa these disturbances. The re- 
sumption of large-scale o0 export* would go 
far toward casing the governments budgttiry 
difficulties and would enable it to takeitepa - 
:to increase tha aupply of goods and reduce 
inflationary pressure*, and to expand 1U eo 
aomic development program. - Nevertheless, * 
anttf oreSgn sentiment, particularly against 
the VX, would remain elrong, and even with 
tubstanti*] oil revenue* the government 
would tffll have great difficulty in dispelling - 
U>e antagonisms aroused between landlords 







and peasants and between the "him" and 
*have Dots,** which wouM continue to be * 
major cause cf tnstebOJty. 

KOBABIE bmtOMtfNTS tf IRAN SCUS 
SUWYANTtAl QUANTITIES OF OIL WITHOUT 
NUT1SH CONCVMENCC 

M. If bag were to succeed to making ft con- 
tract for the continuing sale' of substantial 
quantities of oil to a major WttUra oQ com- 
pany without having reached a settlement 
with the UK, the economic effects would be 
svbstantlsBy the tun* u thoee described In 
paragraph 55 above. Tudeh reaction would 
almost certainly be violent, and there might 
be some opposition bom extremist elements In 
the National Front In any event, the gov- 
ernment could suppress any disturbances that 
might arise and Its prestige would be consid- 
erably enhanced. Ba£ccau£a cUnstabttlty 
would remain, but the government would be 
in a stronger position to arrest the trend 
toward eventual Tudeh control — 

KANtAN RELATIONS WIT! J THE US AND USSR- 

J7. The Uo&sadeq regime wfl prq Ubfr con* 
tlnue It* pressure on the U8~to persuade the 
UK to agree to Iranian terms In the 6U~ffis- 
pute and will be quick to crltlclie any signs. 
of what it considers US support for the UK. 
It will also continue. to request financial 
assistance, arguing that the withholding of 
US aid Increase* the danger of ultimate Tudeh _ 
control . 



S& The Mo&sedeq regime will not wish com- 
plttely to alienate the U& Mossadeq almost . 
certainly desires US aupport a a_a ooanlg v^. 
weight to the USSR and he appears to desire 
US economic and military assistance. - Never* 
thelees, as Interna) tensions mount, there will — 
be an Increasing tendency to blame the US, 
not only for the failure to restore substantial 
on revenues, but also for Iran 1 * ftrtodsl and~~ 
economic difficulties. The US military and — 
Potot Four missions tn ban may therefore 
ftnd It even more difficult to operate during 
IMS then at present 

S& Kashanl cr other extremist National 
. Front leaden who might succeed Mossadeq 



would probably be more opposed than the* 
Mossadeq regime to the exercise of TO influ- 
ence in Iran and would probably place greater 
restrictions on US missions tn Irani Bow- 
eyer, Vxlx recognition of the need cf US sujk 

_ port to counter Soviet pressure - end" their 
acknowledgment of the value to Iran cfPotnt 
Four aid would probably cirtck any~facUfie- 

-tton_tt>fy_mlght havs either to terminate 
Point Four aid or to «pe)_ the. mill Ury 

40, ban's official rtUttons with the USSR 
will probably remain cool and guarded Ak 
though both governments win seek to increase 
trade between Iran and the Soviet Bloc, the . 
National Front wJU almost certainly a^.^ 
any action which would subject ben to Soviet 
- domination.' On the other hand, It wm not 
jrtshjo .destroy the USSR's value as a oounter- 
welght to the West Jn the UN, ban will 
probably take a neutralist, antKcotonlellst 
: position and support any attempt to establish . 
a neutral Arab-Asian Moo. 



41. For its pert* the USSR appear* to believe 

that the Iranian situation Is developing 
favorably to Its objective* . WhDe continuing 
Its aupport of Tudeh and Its violent radio 
attacks co the government and the Shah, the 
Soviet Union Is. unlikely to take any drastic 
action to influence the Iranian situation dur- 
ing IftSS except In the unlikely event of a far 
more serious deterioration of Iranian Internal 
stability than Is foreseen In this estimate. 

41 The USSR, however, has the capability for 
greatly increasing it* Interference In Iran at 
any time, to the detriment of .US security 
interests Its capabilities Include: greatly 
Increased support of disaffection and subver* 
slon" far Azerbaijan, Including the infiltration 
of Soviet AstrbeJJenls; freeUy Increased 
financial support for Tudeh; off « of "economic 
and financial Inducements to ban; dining" 
tip of the Kurds; and heavy pressure for the 
removal of the US missions, legalisation of 
Tudeh, and removal of legal bans on the 
Tudeh press. The USSR would probably re- 
frain bom use of Soviet armed forces tn be4 
because of the possible global consequences of 
auch Intervention. Soviet Intervention short 
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POLITICAL PROSPECTS I IT IRAN 



Approvil of Prime Minister MoBsadeq's unconstitutional 
plan to dissolve tbe present Majlis 1b expected in the nation- 
side referendum which is to be completed in Iran on LO August. 
The Tehran area, vhlch voted op 3 August, ban already given 
overwhelming aupport to the proposal. The prime minister has 
publicly stated that general elections #111 he held, but there 
probably will he considerable delay. 

Hossadeq decreed that the referandum would be by a non- 
secret ballot. Since voters must include full identification 
on their ballots, there Is little doubt that the referendum 
will approve dissolution of the Majlis, the constitutional 
prerogative of the shah, 

Hull eh Kashaai and other opposition leader* bare called it/;:: 

for a boycott of the referendum. Aba teat ion, however, will lb] (3] 

Dot block Hossadeq, as he has the v ote of hi* own followers '■• ■■' 
and the full support of the Tudeh. / 



yoasideq ban promised elections for 
ipg the referendum, hut normally several 
conduct the actual balloting. Rigged elec 
practice is Iran. During tbe last electio 
government used both legal and illegal men 
for its candidates r yet it did not secure 
tbe legislative body. There is nothing in 
suggesting that Hossadeq could secure the 
docile Ma J 11*. 



new Ha J lie follew- 
ontbs are needed to 
tlona are standard 
ns r the Hossadeq 
iih to ensure victory 
complete control of 

tbe situation today 
election of a more 



Though the Tudeh 1b supporting the prims mi sister in the 
referendum in a parliamentary election It would run its own 
Candida tea against Hossadeq and some would probably be suc- 
cessful . ID I oe* Majlis, if and when assembled, Hossadeq 
accordingly would find himself faced with a snail but nAUtaut 
Tudeh bloc, as vail as a rightist opposition, whose election 
he could not eat 1 rely prevent. 

Tribal chiefs, army officers, the Isnded gentry, and the 
supporter* of Mullah Kashas! could, if united, defeat Hosaadeq. 
In the rural districts where Communists are increasing their 
activities, the landlords still control most of the peasant 
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vote. Kany of their candidates could faa defeated only through 
Wholesale terrorism on the part of the pro-mossadeq forces. 

Thus, ICossadeq night Increase his on support In a new 
Majlis, but the anticipated Iftdeh and conservative opposition 
would not lend t hens elves to easy manipulation. The Tbdeb 
would probably support hie anti-Western policies, prod bis on 
to sore extrenlst action, awaiting the day when it could take 
over, Tudeh representation In a Mossadeq cabinet is not ao 
impossibility. 

Faced with the prospects of a Dew Majlis not fully sub- 
Servient, Mossadeq. will accordingly tend to procrastinate on 
the elections. Aware, however, that the expiration in January 
of the powers wo ted his by the Majlis will remove the. last 
vestiges of legality from his position, he will probably call 
for elections at the last possible somen t, 

Tbe prise sinister '» flagrant violation of the secret 
ballot in the referendum seems to indicate uncertainty over 
his actual popular backing, although be insists that the 
people will support him fully. The considerable conservative 
and rightist plotting to remove him may Increase in the com- 
ing months, particularly if be takes more arbitrary action. 
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1, Comment on the Iranian situation: 



The failure of the attempt to restore 
>rlme Minister Hossadeq and ihe flight of the shah to Baghdad 
emphasize Mo&sadeqte con tinned mastery of the situation and 
foreshadow more drastic action on his part to eliminate all 
opposition. The prime minister can utilize the situation to 
generate more popular support for himself at a time when he 
is facing the problem of how to secure the election of a new 
and more amenable Majlis* While in the past Mossadeq had 
not been very aggressive in his efforts to remove his enemies, 
thin incident will reinforce hU recent tendency to proceed 
arbitrarily. 

The shah 'a flight, the involvement of 
the commander of the imperial guards, and the royal decrees 
to remove Mossadeq and appoint General Zahedi prime minister 
present Mossadeq with the opportunity of reducing the shahs 
position stilt further or attempting to eliminate the monarchy 
altogether. 

The Tudeh has already come out against 
the shah and is charging American involvement. It may be expected 
to gtv# full support to Mossadeq in any drive against the court* 
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The failure of the Iranian coup ettenptad by retired 
General Zabedi and by Colonel Nasari of the laporial guards 
leaves Prim* Minister HGESsdeq }n * strengthened position, 
discourages and weakens him divided opposition, and nay 
lead bin to attempt to abolish the wessrahy. it will make 
Uossadeq more suspicious of his associates as vail as of 
tho ffiHtern powers and day aafce bin more arbitrary and dif- 
ficult to deal with &h the internal situation continues to 
lateriurate . 

Uossadeq who received advance notice nf the plot now 
hae military control and 1b In a position to exploit tbo 
altuation thoroughly. Hie Twtwh party has already demons t rated 
In bis support and he c*5 geuent* considerable popular sym- 
pathy by presenting tbla latent Mneurer agulnst bin as a 
foreign- inspired plot against tbe Iranian people, These cir- 
cumstances bat help HoHsadeq secure tbe •lection of a aaw and 
■ore amenable Uajlls. 

lis c prine minister publicly announced on 16 August thit 
new elections would be set after b* hid anended the electoral 
law. In view of his success in coat rolling the recent re- 
ferendum on the abolition of the prenent Kajlii be nay ftlco 
be successful in controlling tbe election of new Hajlla 
deputies. it bad baen agauned In r*c*nt days that Uosandag 
would have great difficulty Id doing this since the coo- 
■ carvatives- largely control tbe ciounti. yside and Tudeh might 
vloct some of its own representatives aud give the prima 
ul ale tar only Halted support. 

Tbe failure of the Zahedl-Nesari coup p the arrest of 
othftr opponents of tbe prime ninleter and the suggestion of 
■or* drastic action will have widespread vepercDasions anong 
the wBFiuaa groups and Individuals the would like to remove 
Henatdeq^ 

Mullah Kaahmi although a Utter opponent af the prime 
nl nlster tends to witbdrsw quickly ■heneTor uossadeq la in 
tbe aacei-dnncy., He small opposition groups of the now 
dismissed Majlis likewise lack ooeragn. Hie dlBgrttntl&d 



arny officers are not In a position to Act ib long as the 
chief of staff and the cbnio of cotamand reaain in itDG*ndeq+& 
control . 

At tbis point there appenra to be un other group or 
conblRfttlon which is ready to try to net against tbe prl*e 
sinister or which If it did iet could anticipate aueeens. 

The Involvement cf tbe ibab. wbo signed, ttt) decrees to 
remove KoQSndeq nod to appoint Oeneral Znhedi na the next 
prl»e nluietar, pones it JSorioue threat to tbe nouareby. 1*e 
shah's flight to Bn£hdad and the prominent position occupied 
in the coup by the eomnnder of the taper In 1 guard Is no open 
invitation to BOflatdeq to tnke Action against tbH Monarchy. 
Tbe prlue sinister has long wished to rosovn nil power Iros 
tbe sbnh and on occasion bas given indications of a desire 
to remote him, if be does not succeed In enforcing abdication 
ha will manage to strip Iron bin the remaining Teatlges of 
power* 

l*e prlne minister wbo has long been fearful of assas- 
sination nay oof be expected to net aore rutbleeely In sus- 
taining himeelf, He h*fi long b*sn convinced that the British 
are plotting hln rasoval. The leftlsh press Id Tehran ban 
begun a campaign accusing tbe United States of lnplioatlOQ 
in the present coup* Hossadoci nay come to view America and 
Britain as Joint a aspirators. 

the prima ni ulster, boeever, has consistently hoped for 
American aid nod accordingly hns not broken with the United 
States. His pant policy pny accordingly be continued* He 
■my be expected to break vltb the United States only If be 
Is convinced that he can get nothing or if be la in. need of 
m flev shipping hoy in order to Generate more popular support. 

The Ttldeh bns already ccne out against tbe ehab nnd 
la charging American Involvement. They say be expected to 
give full support to ■ossndeq In bis drive to remove; or 
weaken the uhmh 

Under tbeae conditions tbe economic nnd political deter- 
ioration of Iran will continue. Ko3sadeq p forced to lean on 
the Tudeh, may be expected to retain political control but 
Till pmhafaly nanyjae n sore dictatorial position nnd Indulge 
In more chicanery ta maintain blntself . 
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Shah Blgaed dtarit dlBmlaBing losHideq md 
appointing QnsBral Eabadi prims oldster. 

Colons 1 Heaarl of the Imperial guard arrest* 
Deputy Chief of staff Eianl . 

Nastrl lnprlflona Minister of Foreign Affslrl 
Fa teal, Hlnlstar of Roads Haqshenus and Deputy 
Zlraksau«h. Fall! to locate Chief of Staff 
Riabl. 

Nasari with armor sd car a ad go Idler s attempts 
to seize Prim* Ml abater UcBsadaq. wasarl la 
arrested by Moisadeq's guards. 

Ctlief of Staff Rlabl ordars Imperial guards 
dlsa rmmS. 

Ira Dim bomw Bart Ice announces atteaptsd coup. 

FbtaBi,, BaqsbaiiaB and glani relax sod by 
■ossadsq'a follower a. 

Uoflcow Home Serrlae, Quoting an Iranian 
ConnuiilBt BBwapapar, reports that a palace- 
lBsplred coup sill be attempted in near future. 

Extraordinary meeting of the government council 
is held at losaadeq'a home, 

First gowement coaaunlqoB unaouiaces smashing 
of plot. 



DiBarmaneaf at lsperiil guard 1b consisted. 

Abol qasem Intel . Minister of Court, is arreated 
by Mob sad eq. 

Fa ten! holds preSB confer anee aanDu&elag failure 
of plot which B* aaya has been sue pec ted for 
some time. 

{Thm ehah and the queen arrive in Baghdad by 
air early on tbe morning of the 16th,) 
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£QMfiEZ QE HIS AT™"^ 85 coup IM imm 

Ttie failure of the Military coup in Tehran tod the flight 
of Chs shah to Baghdad pwphaHize PrittC Hlnintsr ■osaadsq 'a 
continued, raaitery of the situation and foreshadow nore drastic 
action on his part to eliminate ill Opposition. The priiaa 
otniiter can utilize tho situation to generate acre popular 
support for blnself at a tins when he la facing 1 the problea 
□ f how to- secure the election, of a now and sore aasnable Majlis, 
While in the past Hosaadeq had not been *ery ftggrsBalve Id hla 
eifortg to remove hie ensnlas p this incident will relniurce hla 
recent tendency to proceed arbitrarily. 

Tlie shah's flight, the invoiTOBent of Che eoMHBdvr of 
the ieperibl guards as lesdar of the coup, and the Imperial 
decrees to r enure mob sad aq and ip point General Eahedl prime 
ulnlater present posaednii with the opportunity of reducing the 
shah's position still further or attempting to elininite the 
Monarch? altogether. 

Late reports state that a ray unite stationed outside the 
caplial are moving 1 toward Tehran. Since the conuander-ln-cbief 
of the arur romaiua loj^l to MoBsade^ si^nif leant army support 
for the coup la not aotlcip&ted. 
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I The unexpected) y strong upsurge Of 

popular and military reaction to Prime Minister Hossadeq> 
government has enabled the shan't supporters to take over 
control of Tehran and apparently of Important parts of the 
country, Including strategic Azerbaijan. Consolidation of power 
In Tehran, stronghold of Tudeh and Mossadeq supporters, makes 
It unlikely that the royalists will be seriously threatened by any 
opposition originating In the provinces. Indicative of the trend 
U the pledge of loyalty to the shah made by a leader of such an 
Important tribal group as the BakhtlarL 

The Tudeh has been relatively inactive 
during the past day; however, It probably is the principal organ- 
ized threat to Zahedl r s government. With a royalist government 
In control, the Tudeh will undoubtedly be suppressed but will 
nevertheless remain the best organized, and potentially most 
troublesome opposition. 

The success of a new government will 
depeod to a great extent on Its ability to Improve rapidly Iran's 
financial and economic position. A conservative government 
probably could not reverse the ull nationalisation because of 
popular sentiment. Likewise, a new government probably could 
not Immediately attempt to reach a settlement with the British 
on terms more favorable than Mossadeq has offered. 
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5- Royalist success In Iran achieved by exploitation oi mass uprising: 
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Iranian royalist movement oi la August 
began as a spontaneous mass demonstia- 
Uon, and pro-shah military leaders assumed 
control only after it gained momentum. . Gen- 
eral Zahedt reportedly manned a tank as a 
rallying gesture to the army and people during 
the early stages of the demonstration* 
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I J the popular cha racter df the uprliinglfr 

pOumay out mat at an earl y sta ge the leaders of the mob e were 
primarily civilians. I " l appa reatly the Tndeb 

and Prime Minister Mossadeg, had broken their entente on 18 
August because of the Communist demonstration that day. As a 
result, security forces adopted a tougher attitude toward the Tudeh, 
an attitude which then changed to direct support of pro- shah elements. 

Comment : This Information confirms the 
Impression left by press reports that the successful counts rmove 
against the Moasadeq faction was unplanned and completely unex- 
pected. It assumed the proportions of full-scale action only when 
the opportunity presented Itself to the opposition leadership, which 
then exploited it at the strategic moment. 

In spite of apparent popular support, Zahedi 
will probably be forced to conduct his government as a military dic- 
tatorship until his position Is firmly consolidated and he can develop 
a program which will gene rata popular support. The allegiance of 
most of the tribesmen and some of the army tmtts In outlying prov- 
inces is not yet clear. 

Tudeh demonstrators apparently disappeared 
when security forces began determined efforts to suppress their activ- 
ities. There is no evidence that the Tudeh has been seriously dlsorgan- 
feed, but It ts unlikely that It can launch a successful coup against the 
royalists at this time. 
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British propose Korean unification in five stages (page 3). 
3. j^Rhee rejects mutual defense pact with Nationalist China (page 4). 
|0r Yoshida plans drastic action against South Korea (page 5). 

NEAR EAST - AFRICA 

5. Political considerations still impede Iranian oil settlement (page 5). 

6. ^ Iranian minister of court reportedly mav resign foage 6). 



EASTERN EUROPE 
8, Call-up of Yugoslav reservists apparently continuing (page 7). 



* * * * 
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2. British propose Korean unification in five stages: 
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The British position paper for the Korean 
political conference calls for establishing 
a unified and neutralized Korea in five 
successive stages, according to the Ameri- 
can embassy in London, The steps would be internationally super- 
vised elections in all of Korea; establishment of an all -Korean govern- 
ment; unification; neutralization guarantees by the great powers plus 
Korea; and finally withdrawal of foreign troops. 

The paper also states that the UN should 
resist any proposal by the Communists for the formation of a joint 
North- South Korea government along the lines they have proposed 
for Germany. If unification Is Impossible, the British suggest a 
modus Vivendi to permit withdrawal of at least part of the UN forces 
and the creation of a buffer zone in central Korea under a joint or 
neutral commission* 
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Comment: The latest Communist 
proposals on Korea and Germany have called for unification 
through the creation of a joint legislature, which would then 
formulate plans for "free" elections, and this again seems to 
be the likely pattern. The Communists may propose, however, 
that troop withdrawal be accomplished prior to any discussions 
on unification. 

Elections to cover all of Korea would 
be opposed by President Rhee, who insists that the 100 vacant 
seatk in the South Korean legislature be filled by elections limited 
to the north. The remaining 150 seats are occupied by assemblymen 
largely under Rhee f s control. 



3. Rhee rejects mutual defense pact with Nationalist China: 
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On 29 October President Rhee informed 
Ambassador Brlggs that he had rejected 
as "impractical" a Chinese Nationalist 
proposal for a mutual defense treaty be- 
tween Formosa and South Korea, and had suggested instead a joint 
statement or declaration to the non- Communist Asian peoples. He 
told the Chinese emissary that, since the Nationalists "occupy no 
mainland territory," it made little sense to speak of Nationalist 
assistance to South Korea and that the latter was too preoccupied 
with fighting aggression to help the Nationalists Invade the mainland. 

Comment : Chiang had previously stated 
that. since both South Korea and Nationalist China draw their strength 
from the United States, a bilateral pact would have little value unless 
It included American guarantees. There Is no evidence available to 
Indicate the reason for this Chinese Nationalist Initiative. 

Both Chiang and Rhee would favor a multi- 
lateral Pacific pact similar to NATO in which the United States was a 
party. 
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4* Yoshida plans drastic action against South Korea: 



25X1 A 



An official of the Japanese Foreign Ministry 
on 30 October made an "urgent secret appeal" 
to the American embassy for help in dissuading 
Prime Minister Yoshida from ordering retalia- 
tion against South Korea for the seizure of Japanese fishing vessels and 
their crews. He stated that Yoshida had rejected the ministry's advice, 
and instructed it to prepare plans for the expulsion of the Korean minis- 
ter and closing of the mission, the use of force, and the arrest of Korean 
residents in numbers equal to the detained fishermen. These plans would 
be presented to the cabinet on 3 November . 

A second official later informed the embassy 
that Yoshida had already instructed. the foreign minister to ask for the 
Korean minister's recall. Both officials urged immediate American 
intercession as the only recourse. 

Comment ; Both Japan and Korea have indi- 
cated to American officials that they desire a renewal of negotiations 
with Americans participating as official observers. Since preconference 
concessions probably are a prerequisite for any reasonable assurance of 
success, drastic Japanese action would seriously jeopardize resumption 
of the talks. Yoshida's sudden move may be designed to meet expected 
Diet criticism. 



NEAR EAST - AFRICA 
5. Political considerations still impede Iranian oil settlement: 
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Prime Minister Zahedi told Ambassador 
Henderson and Herbert Hoover, Jr on 
28 October that it would be extremely dtffi- 
cult for him to agree to an oil settlement 
which placed Iranian oil production under foreign control. Negotia- 
tions for reestablishment of the Anglo- Iranian Oil Company in Iran 
would be impossible, although Iran might be willing to sell its prod- 
ucts to a group of distributing companies in which AIOC played a 
minor role. . 
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Zahedi also emphasized the difficulties 
he would face if he accepted the formula in force elsewhere in the 
Near East, which would split the oil profits evenly between Iran 
and an operating company. 

The prime minister suggested that it 
would be easier for the Iranian government if negotiations were 
carried on through the International Bank rather than directly 
with a group of operating companies. 

Comment : Zahedi's approach to the 
oil negotiations appears to reflect essentially the same political 
considerations as governed Mossadeq's actions. While Zahedi 
may be willing to reach an agreement on the basis of a commer- 
cially feasible arrangement, he would face considerable opposition 
unless Iranian public opinion were first prepared for it 



6, Iranian minister of court reportedly may resign; 



25X1A 



Iranian minister of court Hossein Ala 
may resign be cause of personal friction 
with the shah, 



The shah reportedly reappointed Ala to the post after the fall of 
Mossadeq in order to "rehabilitate" Ala's prestige, but now wants 
a less conservative man. 



25X1 
25X1 



for the post. 



Ala Soheili is reportedly being considered 



Comment: Hossein Ala, a former 
Iranian ambassador to the United States, has been a staunch sup- 
porter of the shah and a capable adviser. 

Soheili, who has the reputation of being 
pro-British, was the Iranian ambassador in London in 1950 and 1951 
and remained in England after diplomatic relations were broken off. 
He returned to Iran following Mossadeq's ouster and immediately 
announced that he was a candidate to succeed Zahedi as prime minister. 
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EASTERN EUROPE 
8, Call-up of Yugoslav reservists apparently continuing: 
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script men, norses 



special commissions nave oeen gOing tto 
village to village in central Yugoslavia, 
possibly as late as 27 October, to con- 
and vehicles for military use. 

Comments Previous reports have indi- 
cated that the call-up of reservists, while extending to various parts 
of the country, has been concentrated in the northwest area« It has 
been estimated that as many as 100,000 have already been called up. 
Yugoslav troop strength in the area around Trieste is currently 
estimated at 44,000 with an additional 5,000 in Zone B. 
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PROBABLE DEVELOPMENTS IN IRAN THROUGH 1954 

THE PROBLEM 
To estimate probable developments in Iran through MM. 

■ 

ii 

CONCLUSIONS 



1* Relatively moderate g0*emmenla are 
likely to continue In Iran through 1954, 
although hampered by: (a) the Indeci- 
sion of the Shah; (b) the irresponsibility 
df the diverse dement* making up the 
Iranian political eaanjunitj; and (C) the 
itfiTnt*"— of the Majlis. The chances 
that Zahedi himself will remain prime 
minister through 1654 arc not good. 

2. Few significant steps toward the solu- 
tion of Iran's basic social, economic, and 
political problems are likely to be taken 
during the period of this estimate. The 
efiectiTOD&ss of the government will 
largely be deterraJnid by its success In 
dealing with Iran's imrnirrtiwte fiscal and 
monetary problems and in making some 
apparent progress towards settlement oE 
the oil dispute- An early and satisfactory 
oil settlement is unlikely. Without far- 
ther oulaide flnanc ial aid . an Iranian gov- 
ernment probably would manage to cope 
with it* BDOiediatfl fiscal and monetary 
problem* by resorting to deficit financing 
and other "unorthodox" means., Under 
such circumstances. It would encounter 
— and with difficulty pmbably keep in 
check — mounting pressures from ex- 
tremist groups. 

3. The security forces, which, axe loyal to 
the Shah, are considered capable of fak- 



ing prompt and successful action to sup- 
press internal disorder and recurrent 
rioting \1 provided timely political leader- 
ship. This capability will continue u\ 
during the period of this estimate; < a) se- 
curity forces receiw adequate financial 
support; (b) durerences between the 
Bbah and top level leaders oi/er control of 
the security forces are not seriously ag- 
gravated; and (c) strong public opposi- 
tion to the regime does not develop 

4. Tudeh's capabilities do not constitute 
a serious present threat to the Iranian 
Government, and the Tudeh Party will 
probably be unable to gain control of the 
country during 1954, even if it combines 
with other extremist groups. It will re- 
tain a capability for acts of sabotage and 
terrorism. 

5. Iran will attempt to maintain friendly 
relations with the USSR, but will almost 
certainly resist any Soviet efforts to in- 
crease its influence In Iran's internal 

affairs. 

6. Failure to receive continued financial 
aid from the US cr an acceptable oil set- 
tlement will probably result in a govern- 
ment coming to power which will be less 
friendly to the US than the present one. 
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DISCUSSION 



1. PRESENT SITUATION 
Polilkol nnd Military 

T. TEe overthrew □( the Maaudeq gofemment 
an. lfl Aufiifit 10B3 checked the drift la Iran 
Upward CammUnkim and. isolation from the 
Wat. The authority of *h* Sb»h b" been 
reasserted, and t moderate government un- 
der Qflneraj Sahedl ks in power. Thla gov- 
ernment i£ committed to maintaining t^e 
cfflutituUooal p^iUon of me monarchy and 
the parliament, suppressing tht Commumit 
TucIeU Party, and launching 1 an economic de- 
velopment prog ram predicated on settlement 
of tti* Ml dispute The at cession of Zahedi us 
power his eliminated neither Um economic 
and iccial probltms which, have Long plagued 
Iran. :m>r the weaknessai and Inadequacies of 
die Iranian politJcal .s^tcm. 

B. The armed forces are loyal to the Ebah ri 
who has tiien prompt action to re-establish 
birr«* 1f u commander-in-chief In fact SS well 
u in theory- The morale of the *eunty 
forced has improved, and thef can be expected 
to respond promptly hn support of "the govern- 
ment J jflwn timely political leadership. 

B, increuing friction and uncertainty are 

developing within the Imperial G*nw»l Staff 
because cat the Shah's tendency to by-pww 
Zahech on military matttrs and beeauie rrt 
mutual efforts of Zahedi and Chief of Stafl 
Baimaiigelith to undermine each other and 
place their own men In key positions. AJ- 
though political maneuvering ta this degree 
15 Linuiual, even In the Iranian high <jm- 
mantt, there is no evidence that It has as yet 
unpaired the effectiveness of the security 
forte* 

ID. The Zahedi gflTenmnent has baleen rigor- 
ous action against the Tudeh Part/. The 
party "a organization baa been at laait tem- 
oranly disrupted, and many tf Its most active 
members have been arrested. Moat gf the 
known, Tudeh members and sympathiser! who 
hod Infiltrated go*enUh*nE ajenelei have 
been purged. The "Tudeh Party bu at» 1*1 
much of its popular support. ltd. tmoatdlat* 
capabilities lor caerting prewiirft on the gov- 



ernment are limited, e^en if current effort* tn 
obtain the cooperation of dle-harii nationalist 
and extremist groups art successful. Tudeh 
retaina. how^vu. a capability lor acta of sabo- 
tage and terrorism. 

11- Outside the ttcutfty field, the Zahedi gov- 
ernment baa made little progre& The MaJ lii 
has lacked a quorum sin^e the withdrawal of 

pro-MoKtadeci members Ln the summer of 
19 53. Hence the pjrenimenl Le presently un- 
able la obtain itguiatian ended to carry w^t 
ILs announced prograxn- Moreover,, the re- 
gime has reached no flrru decLslon on !how and 
when to recoiuUtute a functioning legisla- 
ture;, Although the £nah ana Zahadl agm 
tin the necessity flf holding elsLiau, they 
apparently Je&r that new elacttoos may cause 
a rfisuifftiaoe of estremlst Knluncnt, we un- 
certain how la buure the *J«tkfcn of a man- 
ageflbl« Majlia. and have not yet definitely 
scheduled the Holding or elections 

\2 Meanwhlle fc the guverncQent -haa done 
Uttte tc strengthen. iU potltfcfil pcciiUop in 
preparation JOf new elections. Zahedi has 
enlisted few If anj Teal allies among the poli- 
ticians former] J associated in oppwlttoa to 
MnsiUr^ The present cabinet is dominated 
by membus o( Uie olrf ruling daaa,. many of 
whtim. havt Utll-a genuine sympathy Tor re- 
form, conunand little pollUca] support, or are 
suspect because flt former identification with 
the British. Zahedl hinueir has had little 
success Ln convincing the public that ha will 
not compromise the bulc objectives o( the 
National Fftmt, especial"y with icspect to oil 
natlflnallzatlmi.. Final] y r the strength -and 
sUndLng of the Sahedi ff-Dvemincnt is being 
impaired by ruction t*twe«h SahedJ and the 



13. The*e developments have huteiud the 
breakup of the loose array of politician* 
aligned against Uos$Bi]eQ and have entour- 
#^d an early f crival >of factionalism, and in- 
trigue . Public crttlclsm of the government 
and preliminary maneuvering to- undennine 
zabetfj pj-b tmmijtf begLimih^ it emerge 
National tit and extrtmtst -ekcnienta are aw*t 
active In these tespecti However, Rational 
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Front leaders a bo- supported hlDssidtq until 
the end are 5t2l p i fci I Ic ly diici«Jj ted t and oped 
opposition to me govcmineci jn, other quar- 
ter* ia not united. The government's 3traLned 
itlatkuis with the QasbqaJ tribes. Trtucti have 
bem traditionally hostile to me prise nt 
djmucy nid wene closd; amctated with 
MossacEcq, .are under present circumstances 
bji irritant rather lh(Ji a majM threat 

Economic 

H- The Zahedi govenim#ni races Aenous 
budgetary and monetary problems. Moaaa- 
deq 1 ^ oil policy nauJted in reduction flf public 
revenuea, ty about a third,, ml he vu able to 
meet government operating erpensH and 
lwep the gkl ^crfcera paid on[y by curtailing 
the development program, reducing the Level 
of impart, departing the government j iinan- 
tial reserves, and illegal!; expanding the cur- 
rency Zahedi fra* Urns been left with a de- 
pleted treasury and a sizeable ope rating deficit. 
"Hue emergency jjrtnt of J45 million extended 
fay the US soon alter Zjthedi took cffl« will 
enable him &d Ilit^t cilirecaE operating ex- 
penses until about February or March o( 1954, 
provided that the government tikes effective 
«i£ps id cop* with iLs coaTeratan pmhitm. 

15 Zahedl will atu have to contend wiifci eco- 
nomic disaatififacciotu engendered or aggra^ 
vated by Mossadeq'a economic policies. Be- 
cause of a series of good crops .artd the 
government's success in maintaining essential 
imports, the predominant rural sector of the 
Iranian economy has suflered Uttle [torn the 
shutdown of the uU Industry, and ktlOus «o- 
notttic dtfCciiltira ha»- not emerged tlstwhtrr- 
Ta Mm* i r tent, essential gooch are being ob- 
tained by barter trade with Che USSR. On 
me ether hind, foreign exchange lor euentlai 
import* from ether couptfis bus be*n mam 
twined through a ban on the import of luxury 
and semi-luxury gwdi L Politically active up- 
per cla*s groups recent Ehks ban and almost 
czrLajnJp mil a*tlt to have it lifted. The ur- 
ban middle and lower cta»» have been Ux 
ap pointed by a situation in which the proapec t 
for economic and social Improvements; has be- 
come more remote and In which theoj already 
law l**ti of tiring haa gradually deterioraCed. 



Ifl. I^e EaJirdL government dearly recognises 
the importance &f se tiling the oil dispute and 
fencing the Iranian oil industry b*cfc into 
operation. It his indicated that It considers 
MG6*ft4eq"s attitude toward oil negotiations La 
hifD been arbitrary ihd unrealistic, and hu 
already made some halting effort* tc prepare 
Iranian public opinion for k jettEemexit which 
mJfht Involve some retreiit trom MoMftd^q'* 
demands. The ob«La£]«i to a^lutiuo. o( the oU 
prohaein MverUwIess nmeln great., mmijfif be- 
c*twe the Iraniana hope for grE^cer rantrol 
over ell opeffltyons and higher financial re- 
turns than are likely lo be acceptable to the 
inWirnatjuhal oU Industry. 

Faraign Affairj 

IT.. 'The Bhfth and Sahedl are cooperattng trith 
the US and have Uidicat*d their dame to Im- 
prove relations with the UK. Although the 
mv government hai signed the barter agree- 
ment with the USSR which was under negotia- 
tjwi at the time $t Mouadeq^. downfaU, it hoi 
at leut for the pre^nt diKonHnued uosa- 
d«i a policy of attempting to pJay th* USSR oiP 
agtinat the Wcat. 

IB The government's interest in cooperating 
with the US and It* recepuvtnea to Ua adrtct 
axe due in large measure to its current de- 
pendence on US financial aid. and prghably 
olao- to a belief that Commtinisin. Ls the ever- 
riding thr#ai to lran p 4. Independence. The 
governnaent's gpod standing with the US. as 
demonstrated by ita receipt of emersency bud- 
getaiy -aid, u at present one of iU main polit- 
ical asseti within Iran. Anti-US agitation 
bai dberi down except lor ipAsnodic eDorts on 
the part of Tudth 

19.. The n^*- government is c&nscloua of the 
need for Br3Llih agreement In the revival of 
Iran'a oil industry. However, basic miplsons 
of BrJtiah intention* rtraiin widespread The 
government li still reluctant tc resume formal 
diplomatic ralatlona with the UK before there 
u tangible pro[rass toward an ail settlement. 

II. PROBABLE DEVELOPMENTS 

20.. Few signkfloant itepa toward the solution 
of Iron's buk wclal, economjc, and political 
problem*;. *h liktiy ta be tafeen. during the 
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period o( Uds estimate. The eftectlveneu af 

Uic government wil] largely be determined by 
Ltd sucd655 in dealing wJth Iran's immediate 
fiscal and monetary problem* and in. mflklng 
iume apparent progress towards settlement of 
(he oil dispute. We believe that relatively 
moderate government* are likely w continue 
through .1954 Without f urlher outside finan- 
cial nd, an iflmiflm gorernjaeM probably 
wnul0 manage to cope with at* immediate 
flical. and moutii) 1 problem* by retorting to 
defldt financing vut other ■■annrlftfldaa" 
measures. Under sueh. circumstances, it 
wouJd encounter — and *tth difficulty prob- 
ably hold in eticefc — mounting prcuur» from 
extremist graups. 

21, U the Shah were ui&sslnated. a confuted 
situation might arise. The .succession to the 
throne ts not cieaxJy established, and dtsordera 
attending his death might permit extremist 
groups, mth. or without Tudeta Party collabo- 
ration. W gain power. 

ttoocffuc 

?3, Tlie Sh^h and Lh* Zahedi retime -axe like- 
ly to be moftf rebanabk than UDBmd«q in 
their approach to the ail problem, but an oily 
and satisfactory solution b not likely. The 
following generalizations can be made 

a. The oil issue is still politically esplc&Ive 
in Iran and wil] be an issue In the electoral 
campaign. The Zahedl regime will probably 
not wish to reach a forma] oil agreement with 
the BhtL&b before the ecmpletwn or the elec- 
tions, which usually take sevenl month* In 
any case no Iranian tt£wae could survive II it 
appeared to be core pi omum g the protta wxu of 
the oil nationalisation l»w or rrUtfttng far 
from iUcESBdeq a buic demands. Once a 
Ma ] lis |s reconstituted, Li can probtbjy be 
brought to- ratify an agreement which -does 
not appreciably violate thug conditions, but 
qnty after Wgorous political pressure and pub- 
lic propaganda by the government. 

fr. Although thee? appears to be general 
agreement that the marketing of Iranian oil 
will have to be undertaken by a combination 
□f Western fiirriE rather than by the Anglo- 
Iranian Oil Company alone, a mtdUpbelty oi 
complicated legal. cornmerdaJ, and technical 



jfMwblcffij mLiAt be worked out before a definite 
proposal -an be made to .Han.. Even. \1 an oil 
agreement u reached and ratified, Iran will 
not reap sizeable financial benefits at once. 

unless, through some form of advance against 
future oil deliveries. 

S3- It there (ore appears that sometime during 
1954 Iran wlII Encounter difficulties in meet- 
ing i u bud fcUry expenses. After lb e present 
U3 emergency grant 13 exhausted, the Iranian 
GarerrunenL wul either require additional out- 
side financial usu Lance or wi*E be forced to 
seek Majtu iLiihortHtlfln for a resumption, of 
deficit financing of the sort ttiatMusudeq en- 
gaged In. Illegally. The Ma] lis would probably 
grant luch autbortxatlon, tut with grout re- 
luc Lance,, and only it there appeared to 'ta no 
hope of timely outside aML Moreover, thts 
course- wuu]d. In. the long Tim probably result 
dn a progressive weeJeening of Iran's finAiiclal 
ti&hiljty. Exports will probably continue to 
pay for essentia] hnports, and barring lenaus 
ctnp failure, general economic acilvily la ex- 
pected to COQtiEtue Ml apprg?ciipat^y the piea- 
ent level- If there is &n oil. Httlement. barter 
trade nth the U3SR ta not expected to reach 
agniecant proportions Uowevtr.. in the ab- 
sencc or Juch a settlement «r continued grant! 
of financial: md r Iran will be forced to depend 
heavily upon USSR barter trade for essftutfil 
Items, 

PolEticol 

24.. AJ though Zahedl facet no immediate chal- 
lenge, the dunces that his go^emraent wilJ 
surrtve through IBM are not good. Banc 
ocEidiqu A^nUflue within and between the Ira- 
diUanal governing group*,, who. j*e edgier to 
regain the position of privilege they held be^ 
fore MuSideq, ami the urban middle and 
lower clajiea, who are demanding economic 
&nd social FeEOrma And greater participation 
In government. These conflicts could dare 
out Into the open at any time, particularly 
during proposed elections pr qyqt ^uch tsauea 
a£ the dltpalLlon of Mossadeq -or the odl dis- 
pute. 

£5. Ifouadeq rtmain^ a problem for the re- 
gime. £0 Jong as he remain* altar, hut will 
be a potenUa] leader lor extremist; opposition 
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to the regime. On the athfr hand,, ir mq&hl- 
deq were executed in the near future the 
resultant -d^luibunees would be $etfotis but 

could probably 1ms suppressed. 

2fi. The necessity of neEoiaaLltuting the HA] Hi 
poses a serious problem for the Zahrdl go«- 

erfiffijent. The mw regimo is firmly com- 
mitted to & return to parliamentary govern - 
ohdl and jppcua: unwilling lo fate the «W l 
#equ^nc« Qt dteUberaEeiy poiEptming alec taenia 
It 1a likely th^t election will be held within 
the period of thii estimate soever, politl- 
taj frut^hthtj u likciy hi be increased by the 
electoral campaign tad by the nature of the 
Majlis likely to be elected. Once the Electoral 
rampaJ pi 'begins , po] itJcal groups sow maneu - 
Tenng covertly for position will conic out in 
the apen, with increasing clanger th*t popu- 
lar emotions will again become aroused and 
te*d to mob vioicnta. 

2T. The new Majlis will abn«t certainly be a 
heterogeneous body Including representatives 
or the traditional governing .group*, tribal 
leaders former Hw&deq mpjrarteni, ind 
ardent nationalist! [ike Mullah KasJiani and 
MozaJar Baj taai. Many members will, be Uttie 
Interested in stable governiBeai or will be 
basically unsympalhetic » the gi?*ei; rumen fi 
reform program.. other* will suspect Zahedl 
q( loo d«e association with the traditional 
gffTemlng gnmpfl turf will oppose ietllemefit 
of the oil dlsputt and rapprochement with the 
British. "Prom these disunited groups, Kpre- 
tenting a T&riety of conflicting interest*, 
zahedi must put wgetbet ma Jon ties tor con- 
troversial, fiscal and monetary legislation and 
such politically EiplosL^e aaeasuraa ma those 
relating to an oil lettlemenL 

JS., Thoae difficulties Zahedi will be able to 
junaotint only so- long ad he hAJ the frj™ 
backing of mt Shall, vho h&s one* again 
become ■ key factor En Iranian politics The 
3bah apparently feels thai hla restoration to 
power Is due to hla high pergonal popularity 
with the Iranian people, and he appears de- 
termined to assert his authority Thet* are 
IntUcaLlaifli,, however, that he b still unwilling 
to give strong b&tfcln£ to My prime minister, 
*nd at ihe HDie time la not wilting to asaime 
the rale of dictator him$eir. His Latent jeal- 



ousy o£ zahedJ, his attempts to appoint court 
favorites to key gorernmBnE poets, and his 
by- pawing: of Zahedl in exercumg 1*1$ enm- 
moji>L of the armed fcrcea might at any tune 
lead to % fiLtuatkia in which ZahedU would 
bifet-ome ineflecfhie. K itrang opposltjlon to 
Eah*dl drclaps in the uajUi. the 2h*h will 
probably JelttMn Zahedl and appoint a new 
cabinet, ihua in effect returning to Che chronic 
egrvernmesla] meffectlveixsi: and insublhty 
Of the pre-UcHHadeq era 

2fl. The .Bhah. would probably be lucces^iul In 
replacing the Zahedi gowErpfflftiit, with an- 
gther restively moderate one Hovever, if 
foreign aid is subataTitJ*lly reduced and there 
Is no oil fcettteitttiJL or reuonable prospect vt 
one,, moderate govesmraents wouid EiMDiint*r 
greater popular opposition. The Shah would 
then bfr faced with the altern&tivea of ruling 
by tocrea^ngly RniRaFtttiian means or mak- 
ing greater cdnessaoa to ec£»ralfi eieauentt 
U addfctkmai. US financlfti assiitarwe la not 
fgrEhcnraiiig when the current grant la ex- 
hi«M^ In the *pri*f of |954, md if at that 
time Iranian public: op Lnion «ere already 
greatly aroused ov^r jucb L^uw aJ .Majlis 
El*cLlons or an oil settlement, a, serious crisis 
might develop The >3hah and g gorcrnBieiit 
enjoying -hii fupport, could, probably lurrlTe 
such a crisis, n though they would loae Lm- 
poT-Lant elements of their following. 

30. The Tudeh. Pmiiy will probaWy be unable 
to giLlci control ol the couTlti^ during the 
period of LbU wtLfliate, even If at combines 
with other eiCrem^t groups- It win never- 
thelesi be ahi* to capltdLK on any decr«se 
in. popuitr coniBdence lh ttie government. It 
will also retain -a »pkbUlty f« aclfi of sabo- 
tage and urfortsm- The strength of pro* 
Shah antl-Tudah sentiment in the armed 
forces, while .at present a major detetrant to 
Tudch assumptStri of power, wtU t* weakened 
if there ts a marked, increase in popular sup- 
port for Tudehn 

i 

Foreign Afioiri 

31. The- hope bt obtain Uig continued and in- 
creaiJng US aid, both In restoring oil revenues 
and in premdhng fundi in their absence . makes 
It almtiat Ccrutn that the Shah and his ipa*- 
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ernments will continue La cMperatc with the 
US. A ihirp curtailment In US aid to Iran 
would not only make Iran tea* r&ceptiT* to US 
advice and influence, hut would, significantly 
reduce public confidence in ttie ggfremmenL's 
ability to improve social md economic condi- 
tions and maintain internal security. There 
will at» toe increasing pressure, particularly 
from trie Shah, for an expansion, of US mili- 
tary aid. EvEri if the ShaJi should be offered 
considerable Inducement ln the form of mili- 
tary aid he wouW not agree to Join with the 
US in formal arrangements lor defense of the 
Middle East, 5tnce such a cmnmiLmEnt would 
t>e stremgly apposed by many Iranians h would 



not obtain Majlis approval, and might, In his 
niind, prqToJce the USSH into inventing the 
1321 Treaty. 

32. Iranian -relations with, the UX wkll largely 
depend on progress jn settling- the Oil dispute. 
Settlement of thjt dispute would almost eer~ 
tainly result in same gradual revival of Brit- 
ish political and commercial Influence in Iran. 

33. During 1&S4 Iraji wilt attempt to maintain 
friendly relations with the USSR and will con- 
tinue efforts to settle questions in dispute. It 
will almgst cer tainly .resist any Sovtet efforts 
to Increase its influence in Iran's interna] 
affairs. 



■^ BCIt gT ' 



-357^ 



25X1 Vj 




25X1 



Approved For Release 2004/01/16 : CIA-RDP79T00975A001 30077000 1-2 



Approved For^ lease 2004/01/16 : CIA-RDP79T00975A0 31 300770001 -2 



25X1 A 



SUMMARY 



SOVIET UNION 

1. Armenian purge underlines Khrushchev's growing stature (page 3). 

2. Soviet gold sales to Western Europe continue at a high rate (page 3). 

FAR EAST 

3. Peiping spokesman prepared to "stay till spring" at Korean talks 

(page 4). 25X1 

4. Thimavva reports extensive military construction in Korea (page 4). 



SOUTHEAST ASIA 

6. Defense minister's policies may result in showdown in Indonesia 
(page 6). - 

NEAR EAST - AFRICA 

7. British modify stand on control of Iranian oil consortium (page 6). 

8. Comment on Incidents in the Suez area (page 7). 

WESTERN EUROPE 

9. Austria may request revision of state treaty draft (page 7). 



25X1A 



* # * * 



2 - 



25X1 A 



12 Dec 53 



Approved For Release 2004/01/16 : CIA-RDP79T00975AO0 130077000 1-2 



Approved Fnr**aiAa*» 9ntu/ni/ifi ■ r.iA.pnP7QTnntt7Kqpn-Hnn77nnni_p 



25X1 A 



SOVIET UNION 



1. Armenian purge underlines Khrushchev's growing stature: 

The purge of Armenian party boss G. A. 
Arutlnov announced on 9 December appears to reflect the influence 
of N. S. Khrushchev, whose power has been increasing rapidly since 
he was appointed all-union party first secretary In September 1953. 
Arutlnov was in 1951 the first Soviet official to criticize publicly 
Khrushchev's Ideas on agricultural organization. 

Khrushchev's public participation In the 
removal In late November of Leningrad party leader V. M. Andrlanov, 
long considered a Malenkov associate, and his earlier failure to give 
Malenkov any credit for the new agricultural program suggest the de- 
velopment of rivalries within the framework of the USSR's collective 
leadership. 

Besides assuming public supremacy in the 
important agricultural field, Khrushchev has apparently been able to 
gain an increasingly important role in top personnel appointments. 
Former Khrushchev associates who have been promoted recently in- 
clude L. R. Kornlets, new minister of procure ment and V. P. 
Mzhavanadze, first party secretary In Georgia. 
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2 - Soviet gold sales to Western Europe continue at a high rate; 
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The British Foreign Office has informed 
the American embassy in London that re- 
cent sales of Soviet gold In the United 
Kingdom amount to the equivalent of 
approximately $30,000,000. 

Comment : Since mid- October, known 
Soviet gold exports to the United Kingdom, France, and Switzerland 
have totaled at least $60,000,000. If continued at this rate, the total 
annual export of gold would be over three times the estimated Soviet 
and Satellite average In the past four years. 
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In recent months the Soviet Union has 

expanded its imports of consumer goods from the West and has 

cut back its shipment of such important export commodities as 

grain and timber, probably using the export of precious metals 

as an alternative source of foreign exchange. 



FAR EAST 
3, Peiping spokesman prepared to "stay till spring" at Korean talks: 
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Huang Hua, Chinese Communist spokesman 
at the Korean talks, told a senior Indian 
official in Korea on 9 December that he was 
"prepared to stay until spring" at these talks. 

Huang and the North Korean representative 

seemed "unable to understand" Ambassador Dean's rejection of the 
USSR as a neutral and "appeared Incredulous" when the Indian stated 
that Dean's position would not change. 

The Indian official believes that Huang's 
insistence on the USSR's "neutrality" is due In part to Peiplng's sensi- 
tivity about appearing subordinate to the Russians at the Korean confer- 
ence, which the Chinese consider to be their own concern. 

Comment : Communist propaganda, although 
it describes the impasse in the Korean talks as "grave," suggests an in- 
tention to avoid taking the initiative In breaking off the talks. 

Moscow and Peiping appear to have agreed 
from the start on the USSR's "neutral" statu* to give Moscow maximum 
maneuverability in the future. 



4, Thimayya reports extensive military construction in Korea : 



25X1A 



General Thimayya, Indian chairman of the 
Neutral Nations Repatriation Commission, 
believes that the Communists In Korea are 
working furiously on airfields, gun emplace- 
ments, and on an intricate system of tunnel 
defenses, according to Ambassador Dean. 
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Thtmayya, who ts permitted to go north of 
the demilitarized zone, reiterates that the Communists can move men 
and a large amount of supplies through the tunnels without interference. 
Dean points out that the general, not being allowed south of the demili- 
tarized zone, "constantly questions" whether full advantage of the armi- 
stice is being taken to build up South Korean defenses. 

Comment : These firsthand observations 
reinforce other reports that the enemy is strengthening his forward 
positions, preparing underground storage space, and extending forward 
his line of communications. 

Thlmayya's statement underlines his increas- 
ingly sympathetic attitude toward the West. 
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SOUTHEAST ASIA 
6. Defense minister's policies may result in showdown in Indonesia; 
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The American embassy in Djakarta reports 
that five of the Indonesian army's seven terri- 
torial commanders are unwilling to accept 

the pro- Communist defense minister *s reorgan- 

ization plan, which would curb their power. At the same time the govern- 
ment, by supporting the defense minister's activities and by favoring the 
Nationalist Party In making government appointments, has caused serious 
dissatisfaction among the small non- Communist parties represented in the 
cabinet. Thus for the first time there is a chance for the opposition to 
break the present coalition. 

Defection of the government's moderate support 
would not necessarily bring about the cabinet's fall but would leave it 
wholly dependent on the support of the Communists, who could then dictate 
its policies. To accept this course, the embassy believes the government 
must risk forceful action from the military groups opposed to the defense 
minister. 

Comment ; The army commanders opposing 
the defense minister include those of West Java, where Djakarta is located, 
and Central Java. The commander in East Java is the only one fully sup- 
porting the government* 



NEAR EAST - AFRICA 
7. British modify stand on control of Iranian oil consortium; 
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Foreign Secretary Eden indicated at Bermuda 
that London is willing to push forward as 
quickly as possible with negotiations for a 
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settlement of the Iranian oil dispute. He gave the impression that 
Britain would not insist on AIOC control of the Iranian oil industry 

m»2 t T maj ? rlty J ? rltisn share ln any consortium established to 
market Iranian oil. 

Rr ,n . . . .. . 4 . , For domestic reasons, however, the 

%?£££2£££ ^ analySlS °* "" SUUati0n mUBt ""^ 

Ri«t A *i ♦*. * « .*i u Comment ; London has heretofore in- 

T% SLSSS2 companies must h0,d at least a 51 - percenl inte « st 

frtt . .„ ., , Direct negotiations with Iran are unlikely 

for some time, pending solution of many complicated financial and 

Ji™ S^S" 8 ! nV ? 1V ? ?' ? e 5 e are lndica tlons that AIOC ^representa- 
tives may be reluctant to adopt a position acceptable to Iran. 



8 - Comment on Incidents In the Suez ar ea: 

o « ' Tne increase in minor incidents in the 

^ ^SJK 8 * and .^ 6 rep ° rted BrltlSh militaf y retaliation are 
not expected to result in a breakdown of law and order. The Eevntian 

EE^S?' frUStrated over the a P^ent unwillingness ZS 
Tmfn Sh C0 " ceSSl ? S aS WeU aS over «« dela y ° f American eco- 
seSlment "** con *»tng some local expressions of anti-Brltlsh 

.,«..<»* * * * Egyptian military leaders are aware that 

unrestrained terrorist activities endanger their regime and accord ngly 
can be expected to counter this threat when necessary. For the time 

SfMui^ 11 PT ^ U l C ° ntlnUe t0 press fo ranegouatedsoutionnf 
the Suez issue and for direct American aid. ' 
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WESTERN EUROPE 
9 * Austria may request revision of state treaty draft; 



Foreign Minister Figl informed the American 
embassy In Vienna on 10 December that he 
Intends to urge his government to request 

- 7 - 
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formal consent to participate in the proposed four-power conference In 
Berlin. He "expects" any Austrian representative at the conference 
would make a strong plea for revision of Article 35 of the draft treaty. 

Comment ; The three Western powers 
have previously consented to Austrian participation In future treaty 
negotiations provided the Soviet Union concurs. Thus far Vienna 
has been unable to obtain a formal Soviet commitment to Austrian 
participation, although Soviet authorities In Austria have unofficially 
stated that this would be possible provided Austria "plays a good part." 

An Austrian plea at the Berlin conference 
for revision of Article 35 would greatly assist Western efforts to re- 
vise the economic articles of the treaty. British and French support 
of these efforts is currently conditioned on Austrian Initiative in urging 
revision. 
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1, In th* long run, satisfactory solution of th* oil ptfoblan 
ia a pntraqulalt* for ooatinulag fltaLiHV !■»" Iran. Until sub- 
stantial oil niunuao iw paatoradj tbe Iranian Gow mm t will 
b* dwpaodant on fortii^n frnhainl** art only for doTalnjaantal 
outlay* to mi gtvwist popular *■■«»<■ f 0r sccmoade battaraaot 
hut *¥*n for a substantial portion of ragular jsnTommant oporatdjfig 
a* P » fB **+ Iran ■* prsoant aod*rat* leadership baa alaarly raoognj*** 
too ontrrldine nacisnity of an oil antt^Jnant and baa In affact 
stated it* futura on ttaa hop* that «uch a aattlsiMnt will ba forth- 
conlAg* In turn, popular and boainaa* copfldanoa in th* goisrimant 
la in largs aaaaw* baaad on the npeetation that th* aodarato* 
tan auccasd Khan tioauidcq fallad la darlvlnf; adaqvaU baneflto 
from Iran^B oil naoureaa. 
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2. Bus far th* titration ha* tiwniopad fattmbly for tba 
pre* * nt toadarshlp. With th* aid of $51 aillion in TJ8 a^arg«my 
■ranta, Iran'* traaawy baa baan natored for th* tin* baluc to 



i 4 



j, . 



* this i* aneatiaaU $mp*r*d by ths BOAED CFF KaTTOKaL 3S?IM_AES 
of the- GEX3UL IVTELLKEWS aOElCl* lb* **tlaata haa not 
oooKUnBtad with any muter of th* lie, 

- i i i -ii 

1 



f 

i - 






NNLJ 






** |-ri 

rEHA ISA 

Jcii OSD 

HOUSE STATE 

DU WAS* SEMA7E 

DOC MAW TAEA3 

DJiWA NBC USMC 





^mi^^w^T^. 



O, NND 992009- J7 

! ' .!§§:' r^m: ai ftl 



-irrr-i i 






- V 

• ■ 1 "md-. 



■ 
da* I , 






1|. • 



U? 



i- i 






& 

r A 




- 

i 






-'" 



nycubli ardor* Ultrwiatlojiallflt ud Tudah olawnta, thu chief 

L 

apposition to U» fcOTOnraent and ito pnv&ent palidMj renin ktatk 

and rii Tided* and tin senftral pabllo if at lu&t puni***!? jUigntd 

i. 

with tha gp nuiu iw u t* Ttm DH tfajll* Just olocted la Umott oo- 
plotolr aada iv of joTBmwnt-oupported. cuidldatag and undar 
present drouattanou qui probably bo pirallsd on to ratUy 117 
oil oottlomnt acceptable to tin gomzaBBct and within tfta framn- 
wgrtc of tbt ntsUiig &U afttlnwlliattlon la* * 



■ 
_ — ,, ■. „.■ 



1 
^ 



■ 

■ 



* 4 



"T 

_ 






-ir 






■ 'l 






I 

5 • 



L. 






p^, ■ 



1 



3, HchutoTj til* eowrrawnt'o ability to maintain this fncrabli 

■ 
pen 1 Lion dcrp&nd* In ft conaid#rol)l# mijuum on lta tbllity to obtain 

rljf Aoluticn of tli* oil problem.. Bia lov^mnt bow hAi i 



'- % 



■ 
* 



Of control Ofar internal affairs whloh It will find difficult 



to maintain* Tno KaJIis, daapito ita hand-plokBd chttrBntar, oon- 



* 

-.taino cav 



a who can be full? re Had on to * tand bj tbn gemnw 
In mot of dlffioultlw, and tit* fbroa* of latent natioaaUam 




\i t OonaaquBncBP of alar in Anhl**ing an Oil Bottlgmcnt » 
Swan in tin* nriaf ported rawotnlna; bofnn prtoent W o aarEOucy aid 
in oLxboufltod in JUna, any unduo dalay in marlng toward a aottLKnant, 
bjr proTidJjTi: onporttmltloa t at lnwaponslbla dlsowalon of th* 
oil qneotlon by tha HafLbij ndcht load to a weakening Of tba 
4111111 1—11I *■ will and ability to aooopt a, nallatlo — ttlamant* 



■ 



- 2 - 




•"■"V-J.'.jj.. 1 ■ ■> 

:. ■ 

r- 1' . 



.... . .. 

■■_- 



1 • u 



_w 






NNP 

mo 

7 1 

F£jhCA NtA 

DEA >IQIJSE tfTATC 

LMA MASA 5HNAT1L 

DOG MAW tRl^AS 

DO* NSI M$AF 

SWA NRC USUC 
1, 



8: 



■ 

■_■ .: _ J 

■J- 




■ 

■ 



. . 






i * 



, 




NND 992009- 38 



■ 



. . 









v.V 



_J « . . 

4 



^ 



a <l 



■ 









■ ' 

] 



1 

I r 



r^ 



: 



SECKr 



* j 






* 



In the light of pnsnit Iranian uaqjaatationB of u early Battle^ 
■mt, audi * daliiy nould also encourage the ultranetloaallat end 
Tudeh opposition. 

r i 

■ -k 

S* If tB e ajorge a ay aid wen- all nail to ran ewt bef on a 
aottlewont had baao reached or was lmediat#Jj In proopeet, lion 1 * 
pr cooat aodentt* Jta*4e*ship would be 1a eertow troifcdn* The 
budgetary deficit nw carered by 08 aid could be net only by 
deficit financing technique* which the Hajlia would be reluctant 
to auttwrla* and which If long continued wold probably laad to a 
pragraaaiia wanawnlng of Iran 'a financial atahUltp, Tha wltfe- 
dreval of US fimuwial support would also oorloUBly demote the 
gomruneytt '■ aorala and proitiga, would lead to widaspreed papular 
dlseouragewaat about Iwi'i future, and would be llkajy to result 
1b a ffeewiancs of aittfaadat uraasuras, IntUadj. the fallen to 
continue its budgetary aid to Iran would he looked on as Indicating 
lack of 133 couf idsnee In the Zabedi ffiWjnmmt M lebadl would alaost 
certainly have to resign, and uMle the Shah would probably be able 
to retail* relatively moderate clAcote In power far amral moths 
or more he would probably find it increasingly difficult to do no i 
.s. In the ood it ie likely that there would be a nhrn to the chaotic 
aonditdone which prevailed under M u s sa doo> 



6. Stan if 03 saargancy aid ware oontinuadj prolonged delay 
in achieving an oil setttesant would probably lead to a gradual. 
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but pro£r**0l*w narrating of tha go wirwot '» fraadoa, of action 
1a dealing *itfc the all queatioa. Oppoaitfcm alBoante would h™ 
further opporttmltlm to crittflita tha evtblannit tawwa meter negotia- 
tion, etteek the TO vwl US, and riiUaula lb* ftomrmrt'a ajpoetatlon 
that it omOd da bnalnaae with tin, Although the covenant would 
at first aflftk to uvold friction with tha UK art is, it would beuon* 
inaraaainffjjr discouraged about tha pxvcpeot tor a aattlanvnt and 
would tend to beooaw sore and aora bitter over the JaUnra of A££ 
aod tha other all oaapanlea to provide a plan aatlaf actor? to Iran 
and aver TO feilnre to cowpel tbaa to da a*. Bwantoaljj-, tha 
daclinlag floral* and pre*tt«e of tba Iranian aorenrat and tha 
rtatog atnnftfc and vigor of tha appeal tlnn wight create a eituatien 
in which aoneltarion of any kind of a aattlaaant would ha impossible, 

7. IT it beosma apparent, aa a remit ettbar of a clear-cut 
bnakdown of negotiation or of evwuletlfa delaja and d^enpolutnaata, 
that that* wan little at no real bopa of a enttef actory aattlamtt, 
tha position of tha moderate eleiejata la Iran would ba aertowly 
weakened. IT IB energeney aid vara coutlimad, it would aeat likely 
enable tha nodontea to retain control at least initially, bat 
Sahadi hlaeelf eight have to ba dropped aa * erapegoet, and tha 
ability of tha andantes to retalo eona d^iu of popular support 
would b* leetenod. Moreover, without ^amm^hi gg -^rmiMi-ff 
aasletanoo, tha moderates would ba unshlu to financo u» acomnle 
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e**elojwjovt activities with which they ted rlnmod to cantor 
grating papviv dtsgotlsfqetioii with the uVtua quo. PinaU/, 
r allure to ruQlv* the oil problem would result In" fRraLic 
uMUliHSB shout Lran'e future, p*rtlou2*rlr in tho business 
eoosuiity. Continuation of « woDth-tcMwnUi. dole team the IB 

■ 

would probably bo lnenaalzupy lnef feotiva In owvomtne tM» 
B M i i liw u. Under those olranstanou* thare would be lucroaaad. 
likelihood of a return to sxtrone nationalUt eoment* la Iran, 



** gopeecc^encog of » Saparat* OH irreeouant. with the PS . 
If ewvrinosd that then ua UtU* ohuco of nuujf a eatiafactoTT 
■o Uli a m t with the British, Uio Iranian Qovnent mid weles** 
■at probably fictivuly seek iE a«lst»» Is aaricuttE* Jrartsn 
oil without British participation, Enn ««™iiifl that inch em 
Arimpnmt could, actus!!? be asd*, Its aoussquence* would depend 
pri»arfly on the extent to wbleh Iranian oil rfnmtu ware actually 
raatored« Should this erranesaatit result in only 14 -*\rft renter** 
tioo of Iranian oil rsronuos, the Leealsne would probably tend 
InoreeelflBly to bias* tbo IB ibr having failed to pat puff icleirt 
preemrw on the British to secure e un adequate eettlesact. 
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Article from the CIA's Studies in Intelligence 
Volume 6, Issue 1 (12/1/1962) 
Target: CIA 



Features of the recent Soviet 
psywar drive against U.S. intel- 
ligence. 



TARGET: CIA 
Lester Hajek 

It is part of the job of opposing intelligencejeryices to fight 
each other, and one means of carrying on this running battle 
is arranging publicity to discredit the adversary in his own 
country, among its allies and neutrals, and at home. Deni- 
grating the opposing service at home serves to enhance the 
people's vigilance against the enemy and their support for 
the defending service (and more broadly as a convenient out- 
let for the instinct to portray the enemy as evil) ; exposing it 
among its allies and neutrals will make its liaison and its op- 
erations abroad more difficult; and discrediting it with its own 
people tends to undercut its freedom of action and its very 
base. Much the same picture of it can be painted for all these 
purposes if there are slight shifts in the lighting for different 
audiences: people in the opposing nation should be impressed 
with the ineffectiveness of their service, but not too much the 
people at home; the adversary's allies should especially be 
made aware of his treacherous spying on them. 

It is not surprising, therefore, that Soviet propaganda and 
other psywar operations long since fixed on U.S. intelligence 
as one of their preferred targets. The main features of the 
bugaboo they wish to make its public image have been de- 
scribed in an earlier article. 1 During the past two or three 
years, however, and especially since the capture of U-2 pilot 
Powers and the failure of the Cuban invasion, the Soviet cam- 
paign has been intensified, has been focused more narrowly on 
CIA and a personal symbol of U.S. intelligence, Allen Dulles, 
and has scored some telling blows. It has had the advantage 
of being able to use the Western press while the Bloc press 
remains impervious to Western influence. The major Bloc 



1 Leslie D. Weir's "Soviet Publicists Talk about U.S. InteUigence" 
in Studies IV 3, p. A19 ff. 
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salvos have come in six openly published books or articles and * 4 



three series of covert mailings since 1959. 

The six publications include, in addition to three "white" 
propaganda productions issued in East Berlin and Moscow, 
three from ostensibly non-Communist sources — one by Brit- 
ish member of parliament Bob Edwards and Kenneth Dunne, 
A Study of a Master Spy (Allen Dulles), 2 one published in 
New York, Robert E. Light and Carl B. Marzani's Cuba vs. the 
CIA, 3 and Fred J. Cook's The CIA, published as-a-special issue 
v of The Nation. 4 ' What distinguishes these latter '-three from 
the recent welter of more or less honest and spontaneous 
scapegoating of the CIA and marks them as deliberate com- 
ponents of the Soviet psywar campaign is the similarity of 
their arguments to those of the Bloc books and in particular 
their coordination in building up a distorted structure upon 
certain document fragments that could have been furnished, 
directly or indirectly, only by the Soviets. 

The Hohenlohe Papers 

Back in 1948 the Soviet Information Bureau published a 
booklet entitled Falsifiers of History portraying the USSR as 
the heroic vanquisher of fascism and the Western allies as 
conniving only to turn Hitler against the East. As one of 
many examples of this Western duplicity it cited "documents 
captured by the Soviet troops at the time of the defeat of Hit- 
ler Germany which . . . tell of negotiations which took place 
between representatives of the Governments of the U.S.A. and 
Germany in Switzerland in February 1943." 

In these negotiations the U. S. A. was represented by a special 
delegate of the United States Government, Allen Dulles (brother 
of John Foster Dulles), who figured under the pseudonym "Bull" 
and had "direct instructions and authority from the White House." 
His partner on the German side was Prince M. Hohenlohe, a 
man closely connected with the ruling circles of Hitler Germany, 



* Leicester Printers Ltd., Church Gate, Leicester, England. Published 
by Housmans Publishers & Booksellers and the Chemical Workers' 
Union: 5 Caledonian Road, Kings Cross, N.I. Introduction dated 
January 1961. 

1 Marzani and Munsell, 1961. Marzani is the only one of the five 
authors known to be a Communist. 

4 Vol. 192, No. 25, 24 June 1961. 
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who acted as Hitler's representative under the assumed name 
of "Pauls." The document containing a summary of these nego- 
tiations belonged to the German Security Service (S.D.) . 

It is evident from this document, the conversation touched on 
important questions relating to Austria, Czechoslovakia, Poland, 
Rumania, and Hungary and, which is especially important, to 
the conclusion of peace with Germany. 

In the course of the conversation A. Dulles (Bull) states that 

.■'■■■ . <■%&-,*.■ -- •.-.-. ■*■- .■ .... 

"In the future, a situation will never again be permitted to 
arise where nations like the German would be^compelled to resort 
to desperate experiments and heroism as a"*result of injustice 
and want. The German state must continue to exist as a factor 
of order and rehabilitation. The partition of Germany or the 
separation of Austria is out of the question." 

Concerning Poland, Dulles (Bull) stated: 

". . . by extending Poland to the East and preserving Rumania 
and a strong Hungary the establishment of a cordon sanitaire 
against Bolshevism and Pan-Slavism must be supported." 

The record of the conversation further says that: 

"Mr. Bull more or less agrees to the political and industrial 
organization of Europe on the basis of large territories, on the 
assumption that a federated Greater Germany (similar to the 
U. S. A.), with the adjoining Danubian Confederation will consti- 
tute the best guarantee of order and rehabilitation in Central and 
Eastern Europe." 

Dulles (Bull) also stated that he fully recognized the claim of 
German industry to the leading role in Europe. 

It must be noted that this sounding was effected by the British 
and Americans without the knowledge or consent of their ally, 
the Soviet Union, and that nothing was communicated to the 
Soviet Government concerning the result of it, even by way of 
post factum information. 

This might warrant the assumption that the Governments of 
the U. S. A. and Great Britain had in this instance made an 
attempt to inaugurate negotiations with Hitler for a separate peace. 

Clearly, such behaviour on the part of the Governments of 
Britain and the U. S. A. can only be regarded as an infringe- 
ment of the most elementary duties and obligations of allies. 

These documents, fragments of the supposed Hohenlohe re- 
port to the Sicherheitsdienst, are the seed which Bob Ed- 
wards, Carl Marzani, and Fred Cook will cooperate in bring- 
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ing to full flower in 1961. The Western writers will also re- 
produce the reasons adduced by Falsifiers of History for the 
U.S. Government's and Allen Dulles' solicitude about the fu- 
ture of Germany: 

The role played by the American monopolies, headed by the 
du Pont, Morgan, Rockefeller, Lamont and other industrial baronial 
families, in financing German heavy industry and establishing 
the closest ties between American and German industry is well 
known. . . . The Schroeder bank . . . furnishes a, typical example 
of the close interlocking of American and German, as well as 
British, capital. Allen Dulles, director of the j7"Henry Schroeder 
Banking Corporation in New York, which represented the Schroe- 
der interests in London, Cologne, and Hamburg, played a leading 
role in the affairs of this bank. An outstanding role in the New 
York branch of the Schroeder bank was played by the law firm 
of Sullivan and Cromwell, headed by John Foster Dulles . . . 
and closely connected with the Rockefeller world oil trust, Stand- 
ard OU, as well as with the Chase National, the biggest bank in 
America, which made enormous investments in German industry. 

But first the East German and Soviet propagandists revive 
and nurture the story. In 1959 it reappears, already putting 
forth new shoots, in a chapter contributed to a German-lan- 
guage historical study 5 by one Josef Hodic. Hodic has addi- 
tional participants in the Dulles-Hohenlohe conversations on 
both sides. He does not name the other Sicherheitsdienst 
agents, but says that Mr. Dulles had a subordinate named 
Robert Taylor (cover name Mr. Roberts), an expert in Euro- 
pean economics, who also dealt with the Nazi "emissaries." 
He says further that the Hohenlohe reports were accompanied 
by a cover letter over the signature of SS Hauptsturmfuehrer 
Ahrens forwarding them from one Sicherheitsdienst office to 
another. 

Hodic weaves into his account references to the Schroeder 
bank, I.G. Farben, Vereinigten Stahlwerke, etc., as links be- 
tween the U.S. representative and the Nazis. He says that 
. Mr. Dulles told Hohenlohe it was errors in Nazi foreign policy 



3 Die Hintergruende des Muenchner Abkommens von 1938, volume 
2 of a series said to be prepared by a "Commission of Historians of 
East Germany and Czechoslovakia." Edited by Drs. Karl Obermann 
of Berlin and Josef Polisensky of Prague, published by Ruetten and 
Loening, Berlin. Hodic's contribution is headed "Die Fortsetzung der 
Politik von Muenchen durch die Westmaechte im Zweiten Weltkrieg." 
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that had forced Great Britain and the United States to enter 
the war, and he continues with a new interpretive account: 

The basis from which Dulles began the negotiation was that 
the next war would be conducted between the USA and her allies 
on one side and the Soviet Union on the other. The entire post- 
war order of Europe should be subordinated to this conception 
of the development of the world. From this position Dulles criti- 
cized fascist Germany's internal and external politics of recent 
times. . . . Because of a psychological error — which was mentioned 
many times — the German government caused the. Anglo-Saxon 
powers to enter a state of preparedness for waj, caused Great 
Britain to introduce general conscription, and caused the U. S. to 
turn away from her isolationist policies. . . . 

From the beginning Roosevelt's special representative recognized 
the historical significance of Adolf Hitler. . . . Dulles declared 
that in principle he did not reject national socialism and its basic 
Ideas and actions. For example, he indicated that the last 
Goebbels speech was a masterpiece and that he had read it with 
great satisfaction. . . . The guiding principle for the new order 
in Europe after the war must be the realization that the next 
war will be between the USA and the USSR. . . . Germany should 
not come out of the war weakened nor should people like the 
Germans be forced to desperate measures to overcome injustices 
and misery. Moreover, the German state must continue to exist 
as a factor of order and restoration. There could be no question 
of the division of Germany or the separation of Austria. A strong, 
federalized Germany with a neighboring Danube confederation 
could guarantee order and rejuvenation In Middle and Eastern 
Europe. Through the expansion of Poland towards the East, 
through the creation of a strong Hungary and a strong Rumania, 
a cordon sanitaire would be erected. 

Dulles and Taylor ascribed only a limited importance to the 
Czechoslovakian question. Both of them visualized that some day 
a solution to this question within the framework of the Reich 
would be acceptable. . . . 

Dulles . . . informed himself exhaustively on the question of 
whether there existed among the German bourgeoisie and German 
workers anarchistic or other nihilistic tendencies which would strive 
for a sovietization of Germany. . . . For Dulles there was no 
thought which was more unacceptable than that the Germans 
might enter discussions of any sort with the Soviet Union after 
the military catastrophe of 1943. Nothing disturbed him more 
than the possibility of the postwar expansion of the influence 
of the USSR in Europe or in the Middle East. Max Hohenlohe 
emphasized that Mr. Dulles, unlike the British, did not want under 
any conditions to see the Russians reach the Dardanelles or the 
oil areas of Rumania and the Middle East. 
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Dulles and Taylor never missed an opportunity to emphasize 

that the discussion with Herr Hohenlohe and the other negotiators 
was a pleasure, for they had heard enough from the old bankrupt 
politicians, immigrants, and prejudiced Jews. 

This elaboration, buried in the midst of other ponderous 
historical "scholarship," cannot be counted a major salvo in 
the anti-CIA campaign. But also in 1959 there was published 
in East Berlin a cheap, sensational paper-back with a female 
spy on its cover entitled Allen's Gangsters in Action, by Julius 
Mader, 6 and containing, among other denigr^tions of the CIA, 
a further distorted version of the Hohenlohe episode as em- 
bellished by Hodic. Mader prints a facsimile of the purported 
cover letter signed by SS-Hauptsturmfuehrer Ahrens for- 
warding the Hohenlohe report to Sicherheitsdienst office 
VID. T 

Mader changes the identity of Mr. Dulles' "subordinate" and 
carries the solution of "the Czechoslovakian problem" to its 
logical conclusion: 

Both of the American gentlemen (at the conference with the 
SS deputy, in addition to Dulles, was present Mr. Myron Taylor, 
a leading manager of the U.S. Steel Corporation — J.M.) could 
imagine, for example, that one day and finally a solution to Czecho- 
slovakia within the German Reich [italics in original! could be 
acceptable. , . . The German state (in other words, the Hitlerian 
version thereof — J.M.) must remain as a factor of order and res- 
toration; there could be no question of a division of Germany 
or a separation of Austria. 

Mader treats the insidious influence of banking and big 
business, especially oil, as follows: 

After 1926 we find him [Allen Dulles] a partner in the law office 
of Sullivan and Cromwell, established by his brother in 1911, which 
is situated in WaU Street, New York, and which, significantly. 



* Julius Mader, Aliens Gangster in Aktion, Berlin, Kongress-Verlag, 
1959. 

7 The Mader and Hodic versions had actually been anticipated, with 
journalistic promptness, by the Czech party daily, Rude Pravo, which 
in October 1958 carried a similar account, illustrated with a facsimtte 
of the Ahrens letter and a photograph of nine lines of Hohenlohe 
report text. 
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represents the interests of the Standard Oil Company, among 
others, on a contractual basis. Then followed years during which 
he exercised the following functions: director of the American 
Bank Note Co., member of the board of directors and of the re- 
search section of "Council on Foreign Relations" in New York. 
Together with his brother John Poster, five years his senior, Allen 
Dulles hastily snatched up several million dollars and already 
belonged to the "top drawer" of "better" American society. The 
basis for his millions was sweat, but not his own. 

The next year, 1960, saw the publication v oFan even more 
elaborate version of the Hohenlohe story in~ihe New Times 
of Moscow. 8 This eight-page article repeats all the main 
themes of the earlier versions and is the most complete of 
all, including a facsimile of the Ahrens letter and a photo- 
graph of five lines said to be from a Hohenlohe report. 9 But 
there remained the task of winning credence for this ma- 
terial in the West by arranging for its publication from an 
ostensibly non-Communist source. 

The British M. P. Bob Edwards and his co-author Kenneth 
Dunne met this requirement. In January 1961 Edwards 
writes: 

Now let us analyse the famous negotiations that took place in 
Switzerland. For this purpose we shall have at our disposal three 
authentic documents comprising a record of the talks which Mr. 
Dulles and his assistant held with the German emissaries Prince 
Maximillian Egon Hohenlohe and Dr. Schudekopf. These docu- 
ments were written in April and belong to the files of the Depart- 
ment VI (Amt. [sic] VI) of the SS Reich Security Office. 

Edwards does not tell how he came into possession of the 
"three authentic documents," nor does he print any facsimi- 
les. But his account is detailed,^ spinning out all the main 
themes of the preceding versions and like them twisting in- 
vestigative conversations that may have taken place between 
Mr. Dulles and German sources including Hohenlohe into of- 
ficial negotiations with Nazi "emissaries." 



* "Documents, on Allen Dulles's Secret Negotiations with the Nazis 
in 1943/' New Times, published by Trud, Moscow, No. 27, July 1960. 
Prepared for the press by L. Bezymensky and A. Leonidov. 

• From a different page than the nine lines reproduced by Rude Pravo. 
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Mr. Dulles' representation of big business interests, how- 
ever, is handled with greater restraint for the British audi- 
ence: 

He had little difficulty in obtaining a post in the highly re- 
spectable legal firm of Sullivan and Cromwell. This firm, with 
which old John Foster still had dealings, was one of the largest 
in Wall Street. Among the mighty concerns to which it gave legal 
advice were the Rockefellers themselves. Its ties with the Morgan^ 
were no less firmly established. 

But Edwards is Careful to mention the matter-of oil. Besides 
repeating the passage from the earlier accounts in which Mr. 
Dulles "on no account wished to see the Russians at the Dar- 
danelles or in the oil areas of Rumania or Asia Minor," he 
points out that 

By 1926 ... he had been placed in charge of Near East affairs 
at the State Department. This was an extremely busy post, for 
in the twenties the Near East was regarded with considerable 
interest by the United States. The Near East meant oil. 

The British book now becomes the ostensible source for the 
two exposes published later in 1961 in the United States. In 
Cuba Vs. the CIA, Light/Marzani announce: 

A British Member of Parliament, Mr. Robert Edwards, has ob- 
tained and published documents from the files of the SS Reich 
Security Office of conversations held between Dulles and a high 
SS official in February, 1943. 

Note that the documents are now said to have been published, 
and that Hohenlohe, who according to the Ahrens facsimile 
was Sicherheitsdienst agent No. 144/7957, has become "a high 
SS official." There is no discussion of how Edwards acquired 
his mysterious documents. 

Light/Marzani devote two pages to quotations and sum- 
maries from Edwards, stressing the theme of Mr. Dulles' anti- 
Semitism introduced in Hodic's reference to "prejudiced Jews" 
and making the now familiar references to big business and 
oil interests: 

Dulles . . . became head of the Division for Near East af- 
fairs. . . - Near East means oil and during this period the battle 
between American and British oil companies took place with 
Rockefeller finally getting 25 per cent of the shares of Iraq Pe- 
troleum Co., Mellon's group of the Gulf Oil Corporation getting 
priority rights on the Bahrein Islands. 
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In 1926 Dulles resigned from the State Department for a post 
in the powerful legal firm of Sullivan and Cromwell which had 
ties and dealings with Rockefeller and Morgan among other 
American corporations. Dulles* knowledge of oil stood him in 
good stead as evidenced quickly by the affair of the so-called "Barco 
Concession" in the oil fields of Colombia . . . [which] Colombian 
President Dr. Miguel Abadia Mendez denounced. The Morgan- 
Mellon group chose two experts on the art of putting pressure, 
both former State Department officials— Allen Dulles and Francis 
Loomis. 

The culmination in this transformation from a- 1948 tad- 
pole hatched by the Soviet Information Bureau to a 1961 bull- 
frog croaking in a supposedly American pond appears in 
Fred J. Cook's The CIA. Except for a few changes in em- 
phasis for the benefit of American readers, Cook follows the 
Edwards text, even to the chapter headings, almost to the 
point of plagiarism. A sample of his treatment: 

The Near East, then as now, was a sensitive area, and for much 
the same reason— oil. British interests had had a hammerlock on 
the rich preserves of the entire Mediterranean basin and had 
tried to freeze out American rivals; but now such companies as 
Gulf and Standard Oil were no longer to be denied. The years 
during which Dulles headed the key Near Eastern Division were, 
as it so happened, the very years during which the Rockefeller 
interests in Standard Oil negotiated a toehold in the Iraq Petroleum 
Co., and the very years in which the Mellons of Gulf were laying 
the groundwork for valuable concessions in the Bahrein Islands. 
Both of these developments became public and official in 1927, 
the year after Dulles left the State Department to join the New 
York law firm of Sullivan and Cromwell. . . . 

Just as Allen Dulles was quitting the State Department, Dr. 
Miguel Abadia-Mendez was elected President of Colombia. ... He 
threatened to repudiate the Barco Concession .... Worried 
American oil barons . . . turned naturally to their legal brains. 
One such brain was Francis B. Loomis, a former State Department 
official; another, Allen W. Dulles. . . . 

Dulles and his older brother, John Poster, . . . were partners 
in the firm of Sullivan and Cromwell; they represented the same 
clients and the same interests. . . . Most important among their 
varied interests, and claiming a major share of their attention, 
were some of Germany's greatest international cartels. . . . Out- 
side Germany, the Schroeder financial empire stretched long and 
powerful tentacles. In England, it had J. H. Schroeder Ltd.; in 
the United States, the Schroeder Trust Company and the J. Henry 
Schroeder Corporations. Allen Dulles sat on the board of directors 
of both. . . . 
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The Allen Dulles of 1918, of 1942-45, of 1947-48, seems the same 
man, with the same strong alliances to top-level Germans regardless 
of their ideology. 

Cook makes a final important contribution to the develop- 
ment of the Hohenlohe fabrication. Whereas Edwards keeps 
very quiet about how he obtained his documents, Cook says 
he got them "from absolutely reliable sources in J^orm." 
JM^i^er/iie attributes this data ^ 

Edwards acquired a number of documents, including the three 
dealing with Mr. Dulles and the SS, whereas Edwards claims a 
total of three.) The whole composite structure thus ostensi- 
bly rests now on an authentic Western original source. 10 

Now that the Cook piece has appeared in The Nation, the 
Communist propagandists are all set for their regular West to 
East replay. 11 The Bombay weekly Blitz, whose editor spe- 
cializes in attacks on the United States and CIA, printed the 
following in its 15 July 1961 issue: 

Blitz-readers have heard of the cloak and dagger of the CIA, 
the notorious American agency of espionage, subversion and aggres- 
sion. Now they will read a terrible and terrifying exposure of this 
secret agency and its international crimes by Fred J. Cook, whose 
exposures have won him several important American press awards 
during the last three years. 

And the next day, 16 July, Izvestia carried an article by V. 
Matveyev headed "The Nether Regions of Allen Dulles" and 
subtitled "Department for Overthrowing Governments and 
Imposing Puppet Regimes: Dollars Are Buying Diversionists 
and Provocateurs" which consisted of excerpts and para- 
phrases from the Cook article. 

Portrait of a Monster 

In tracing the development of the Hohenlohe legend to es- 
tablish the direct line of descent that rims from the Soviet 
Information Bureau to Edwards, Marzani, and Cook, we have 



"On the cover of Edwards' book the title is superimposed upon the _ % 

image of a 1940 French intelligence report that includes the phrase ± 

Source: Bonne ("Source: Good"). If pressed, Cook might argue that ^ } 

he mistook Bonne for Bonn. " 

11 For examples of this standard procedure see Alma FryxeU's "Psywar *; * 

by Forgery" in Studies V 1, p. 25 ff. fc j 
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seen illustrated some of the themes used in the recent cam- 
paign of defamation against CIA. One might summarize: 

Allen Dulles is pro-German, friendly to fascism, and anti- 
Semitic. He owes primary allegiance to rich and powerful 
private commercial interests, and his CIA is the servant of 
big business. 

Allusions to the ties between big business and U.S. intelli- 
gence, like other government functions, are of course com- 
mon in the Bloc press and radio commentaries; " At the time 
of Gomulka's coup in Poland, for example, iFwas said that 
Allen Dulles had a special reason for being interested in Po- 
land: in private life he had been a lawyer for the "Harriman 
group," which at one time owned extensive natural resources 
and industrial enterprises in Upper Silesia. "This indicates 
what is behind the alleged anxiety of the two Dulles for 
Polish independence." (Neues Deutschland, 23 October 1956.) 
Similarly, in reviewing "The Fruits of American Espionage": 

The United Fruit Company grabbed the lion's share of the U.S. 
victory in Guatemala. The Dulles brothers are principal share- 
holders in this company. (V. Cholakow in Robotnichesko Delo, 
23 March 1957.) 

But in 1960 the Communist media seemed to become espe- 
cially vehement in charging that U.S. intelligence was being 
perverted to the service of U.S. business: 

The close and long association of Allen Dulles with the billionaire 
family, the Rockefellers, insured him for rapid advancement. . . . 
It cannot be said that Dulles has not been grateful to his patrons. 
On the contrary, he is trying in every way to poison the inter- 
national situation so that his masters may continue to make 
profits out of the armaments race. (The Soviet International 
Affairs, 17 May I960,) 

On 29 May 1960 the Peking NCNA named China as CIA's first 
major target because "this happened to be where Standard 
Oil suffered its greatest losses from revolution." And charg- 
ing that CIA mobilized shock forces in 1953 to overthrow 
Iranian Premier Mossadegh, it suggested the reader "note 
that the Anglo-Iranian Oil Company, which Dulles was suc- 
couring, was a client of Sullivan and Cromwell." 
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11 Published by the Soviet Information Bureau, Moscow, 1960. 
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TASS reported thus the final Soviet version of the Hohen- 
lohe story on 10 August 1960: 

V. Chernow has contributed to the New Times magazine an 1 

article describing certain secrets of the office headed by Allen ' ] 

Dulles. He points out that the Central Intelligence office, whose - ** 
activities reflect the will of the financial and industrial rulers 
of the United States, now represents the direct tool of the American 

, monopolies in their v^^n|^all-out bid for world domination* ' : 

And on 25 August I960 ffeues Deutschland referred to 

CIA, the espionage organization of Allen DullesTthe" man who ... j 

represents the interests of the big American monopoly association, * 
the Rockefeller trust. 

A frightening conclusion often drawn or inferred from ^ 

these charges forms another theme of the campaign, and in- ;1 

deed its dominant note. It is that v| 

The U.S. intelligence service poses a direct menace to world I 4 

peace. This theme can be illustrated in other contexts by ;^ 

somewhat parallel quotations from Fred Cook and from the \t 

third major white propaganda salvo, a Soviet compilation 1 

called Caught in the Act: Facts about U.S. Espionage and :| 

Subversion Against the U.S.S.R. 12 V*3 



:~a 



I?' 

The aggressive, provocative nature of U.S. intelligence calls for jg:| 

the constant and timely exposure of its machinations as dangerous 
to the cause of peace. 

It is quite obvious that spy flights like these along the Soviet 
state frontiers, at a time when an accidental or wilful intrusion 
by a spy plane into Soviet air space may happen at any moment, 
are a threat to peace and a source of international tension. 

The unmasking and stopping of the U.S. intelligence service's 
criminal provocations against the peace-loving peoples is a prime 
condition for guaranteeing durable peace. 

From Cook: 

Destructive as such incidents are to America's image, they do 
not menace the peace of the world like the more grandiose CIA 
endeavors that led directly to the crises of Quemoy and Matsu. 

The Burmese crisis that all but turned friend into foe, the re- 
current crises on Quemoy and Matsu, vividly illustrate the manner 
in which the secret and militant activities of CIA create for us a 
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foreign policy all their own. They illustrate the way the CIA 
tail wags the American dog and how such wagging can quite 
easily plunge the whole animal — and all his brethren — into the 
most horrible of history's wars. 

Our people do not understand that, even as our Presidents speak, 
the actions of CIA frequently invest their words with every ap- 
pearance of the most arrant hypocrisy. The Presidents speak 
peace; but the CIA overthrows regimes, plots internal sabotage and 
revolution, foists opium-growers on a friendly nation, directs mili- 
tary invasions/backs right-wing militarists. These are not the 
actions of a democratic, peace-loving nation devoted to the high 
ideals we profess. These are the actions of-Hhe : Comintern in 
right-wing robes. 

The last two quotations from Cook lead us into the first of 
some other thematic characteristics with which the Soviet 
psywar artists clothe their bogey-man. There are four of 
them: 

CIA interferes with and even creates State Department and 
17.5. foreign policy. It tries unilaterally and secretly to over- 
throw legal governments. 

CIA is perfidious and unprincipled. It spies on America's 
friends as well as its foes. 

CIA dominates and manipulates supposedly independent 
organizations, governmental as well as private. It misuses 
emigri groups and turns them into spy nests. 

Despite the fact that it costs the U.S. taxpayer fantastic 
sums, CIA is incompetent. 

We shall look at each of these in turn. 

Cloaked Policy Maker 

The theme that CIA warps national foreign policy or makes 
its own policy is illustrated in the following passages from 
Bloc propaganda, including the major vehicles cited in the 
foregoing. 

The job of the Office of National Estimates is to be the greatest 
falsifier in the world, so that UJ5. policy can be warped. (Allen's 
Gangsters) 

Allen Dulles's separate policy . . . departs in many important 
details from official American policy. Systematically the Secret 
Service delivers incomplete or even false information to the govern- 
ment, only to exploit the actual lag of the U.S. by releasing to the 
public . . . reports . . . designed to further his aspirations for 
power. (Budapest Pesti Hirlap, 12 April 1960) 



41 



Target: CIA 



This highly powerful organization headed by Allen Dulles is the 
most influential of all American espionage organizations today. 
This is no trifling matter in view of the fact that by now various 
intelligence organizations have all but assumed top-level political 
controL (Budapest Magyar Nemzet, 2 June 1960) 

In our minds Mr. Allen Dulles has always been associated with 
Mr. John Foster Dulles, and not only because they have lived their 
fascinating lives almost side by side. Our anxiety is based on the 
fact^|hat such a combination of two similarly minded brothers in 
*two such posts (Intelligence and diplomacy) automatically places 
a question mark against Mr. Allen Dulles's noble Intention of having 
nothing to do with policy arid supplying only hard facts. . . . Some 
people assert that Allen Dulles not only worked in close contact 
with John Foster but eventually began to conduct his own foreign 
policy. On January 28, I960, the Evening Star stated that the 
CIA. was "beginning to make policies at home and abroad," and 
on June 6 the Detroit Times remarked that to a certain extent 
the CJ.A. was conducting "its own. foreign policy." (Edwards/ 
Dunn) 

The world has evidence that the decision to send the American 
Sixth Fleet into Lebanon waters and land U.S. marines on Lebanon 
territory also came from Mr. Dulles. It has been described how 
in the early hours of the morning of July 14, 1958, he literally got 
everyone out of bed and forced them to authorize the intervention. 
(ibid.) 

We cannot see that the C.I.A/s "own foreign policy" has done 
America a lot of good. Mr. Dulles was not original. He was so taken 
up by brother John's political doctrine that he simply practised it in 
his own peculiar way. Even today, for instance, sharp-tongued 
Drew Pearson claims that America has two Secretaries of State. 
One is known as Allen Dulles. Pearson adds that the C.I.A. has 
harmed U.S. foreign policy on more than one occasion. We think 
Pearson is right, (ibid.) 

On June 29, 1959, the New York Times printed ... a report of 
the replies given by retired officers of the Foreign Service to a 
Foreign Relations Committee inquiry on American foreign policy. 
One high-ranking diplomat wrote: "Every senior officer of the 
Foreign Service has heard something of CIA's subversive efforts 
in foreign countries and probably most of them have some authen- 
tic information about C.LA. operations of this nature in some 
particular case. Unfortunately, most of these activities appear to 
have been blundering affairs and most, if not all of them, seem to 
have resulted to the disadvantage of the United States and some- 
times in terrible failure." The truth of these remarks is now 
obvious not only to former Foreign Service officials but to the 
whole world. The West is a laughing stock in the eyes of the 
East, (ibid.) 
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It is our profound conviction that in the next few years great 
political struggles will take place in our country to take American 
foreign policy out of the hands of the CIA, the Pentagon, the arma- 
ments corporations and the political diehards. . . . Despite Dulles' 
protestations to the contrary, the CIA under his direction has 
consistently edged into foreign policy and has acted again and 
again as if it were a government superimposed on a government. 
(Light/Marzani) 

It is characteristic that the Senate Sub-Committee ton Nattpnal 
Policy Machinery] qualified the UJS. secret servicelBis an 'wS^S^ J * 
of national policy, emphasizing thereby that the~task of the secret 
service was not only to collect intelligence-but- also to take a 
direct hand in the conduct of state policy. (Caught in the Act) 

It is significant that as the CIA became the headquarters of 
United States espionage and subversion, it acquired great influence 
in shaping United States foreign policy under the Eisenhower 
Administration. . . . Thus, the well-informed West-German jour- 
nalist Joachim Joesten, in his book about the CIA w . . . wrote that 
the United States Central Intelligence Agency has in the past 
decade left a peculiar imprint on the entire American foreign policy. 
The Central Intelligence Agency, its aims and methods, predomi- 
nate in Washington today over all other offices, principles and tradi- 
tions, (ibid.) 

The United States intelligence establishment is provided with 
enormous funds, is vested with great powers, and has, in fact, be- 
come a body which often exerts decisive influence on the entire 
state policy of the United States, (ibid.) 

In a basic sense, CIA made foreign policy and this (says the 
New Republic, for example) "was the natural end-result of a broad 
usurpation of power which took place, almost unnoticed, during 
those anomalous years when one Dulles ran the State Department 
and another the agency [emphasis added — L. & M.]. . . . Since the 
death of Foster Dulles this usurpation has grown increasingly 
visible, and Cuba turned a searing spotlight on the phenomenon 
of a government which has come to have, in effect, two State De- 
partments." Perhaps the most important consequence of the fail- 
ure of the Cuban invasion is that for the first time the American 
people have had a glimpse of the sinister influence of the CIA in 
foreign policy. (Light/Marzani) 

Time and again, CIA has meddled actively in the internal affairs 
of foreign governments. And it is in this field that some of its 
most vaunted successes raise grave questions about the drift and 
intent of our foreign policy. ... It is certainly questionable enough 
to have American foreign policy tugged and hauled all over the map 
by the super-secret activities of CIA cloak-and-dagger boys, operat- 
ing free of any effective restraint or control. (Cook) 



15 Reviewed in Studies II 4, p. 82 ff . 
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The Hungarian Revolt of 1956. The CIA's role in promoting and 
encouraging this abortive and tragic uprising, which we were not 
prepared to support after we had instigated it, remains shrouded 
in top-level, cloak-and-dagger secrecy. It seems well established, 
however, that arms were smuggled into both Poland and Hungary, 
either by the CIA or its Gehlen collaborators. . . . More important 
than the unresolved issue of arms -smugg ling . . , is still another 
unresolved matter — the responsibility of CIA in whipping up the 
Hungarian rebels to fanatic self-sacrifice in a hopeless cause, 
(ibid.) ^,^:^^^v;- 

One of the three series of covert mailings^ supporting the 
anti-CIA campaign was also devoted to this theme. It was a 
forgery based on a Senate Foreign Relations Committee pam- 
phlet which made public the views of selected retired Foreign 
Service officers about U.S. foreign policy, views which Ed- 
wards/Dunne quote from the New York Times in one of the 
passages reproduced above. The pertinent section of the orig- 
inal pamphlet read as follows: 

It is recommended that members of the Committee on Foreign 
Relations read Harry Howe Ransom, Central Intelligence and Na- 
tional Security, Harvard University Press, 1958." This is as au- 
thoritative a book on the CIA as is available. The author is an 
enthusiastic supporter of CIA but In spite of himself, he presents a 
frightening picture of an organization twice as big as the Depart- 
ment of State spending tremendous sums under little or no super- 
vision and he questions its compatibility with the American demo- 
cratic system. He speaks of "undercover political intrigue" and 
"backstage political action" and states that little reliable informa- 
tion exists as to the extent to which CIA has aided foreign rebel- 
lions. It is true that there is little accurate information available, 
but every senior officer of the Department of State and every 
senior officer of the Foreign Service has heard something of CIA's 
subversive efforts in foreign countries and probably most of them 
have some authentic information about CIA operations of this 
nature in some particular case. Unfortunately, most of these ac- 
tivities seem to have resulted to the disadvantage of the United 
States and sometimes in terrible failure. 

Ransom says: "Perceptive students of public affairs visiting or 
working overseas often get the impression that CIA agents, and 
the intelligence operatives of other Government agencies, are op- 
erating in uncoordinated fashion in every dark alley, behind every 
bush, and often in each other's hair." Most diplomatic and con- 
sular officers abroad can vouch for the accuracy of this statement. 
The situation is exacerbated by the fact that in most diplomatic 



" Reviewed in Studies II 4, p. 79 ff. 
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and consular establishments abroad espionage agents of the CIA 
are stationed masquerading as diplomatic and consular officers. 

Ransom says again: ". . . certainly the scope of CIA operations 
is to a large extent self-determined . . . certainly the Congress has 
no voice as to how and where CIA is to function, other than pro- 
hibiting it to engage in domestic security activities. . . . The 
existence of a massive institution possessed of secret information 
and operating invisibly at home and abroad is a locus of power 
unchecked by the normal processes of democratic government/' 

It is recommended: (a) That if the subversive activities of CIA 
in foreign countries are to be continued at all they" be carried out 
very, very rarely, be subjected to greater controlthan at present, 
and be carried out more secretly and skillfully than at present, 

(b) That the espionage activities of CIA be no longer carried out 
from the protection of embassies, legations and consulates. And 

(c) That Congress exercise greater control over the activities of 
CIA." 

Beginning on 12 September I960, the following forgery in- 
spired by this document was mailed in thermofax copies to 
various foreign embassies in Washington and to employees 
of the Department of State and newspaper correspondents. 

Honest workers of the Department of State and Foreign Service 
are deeply concerned over the tendency on the part of the Central 
Intelligence Agency to take over foreign policy functions from the 
State Department. 

Our Department has already lost to CIA a great deal of its in- 
fluence and control over U.S. foreign policy. 

The CIA has burgeoned into an organization twice as big as the 
State Department spending tremendous sums under little or no 
supervision. 

In most of our diplomatic and consular establishments abroad 
hundreds of espionage agents of the CIA are stationed masquerad- 
ing as diplomatic or consular officers. 

It is true that there is little accurate information . . . but 
every . . . officer of the Department of State and every . . . officer 
of the Foreign Service has heard something of CIA's subversive 
efforts in foreign countries and probably most of them have some 
authentic information about CIA operations ... in some particular 
case. Unfortunately, most of these activities seem to have been 
blundering affairs and most, if not all of them, seem to have re- 
sulted to the disadvantage of the United States and sometimes in 
terrible failure. 



u Study of United States Foreign Policy: Summary of Views of Retired 
Foreign Service Officers, prepared for the Committee on Foreign Rela- 
tions, United States Senate, printed by the GPO on 15 June 1959. 
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This is what we propose: 

(a) That the espionage activities ... be no longer carried out 
from the protection of U.S. embassies, legations and consulates. 

(b) That if the subversive activities of CIA in foreign countries 
are to be continued at all, they be carried out very, very rarely, be 
subjected to greater control than at present, and be carried out 
more skillfully and secretly than at present, 

v? <c) That Congress exercise greater control over the activities 
of CIA. 

FOREIGN SERVICE EMPLOYEES AND OTHE^AMERICANS 

UNITED FOR SEPARATION OF FOREIGN POLICY 

AND ESPIONAGE 

About two-thirds of the letter was copied verbatim from 
the Senate document, but note the characteristic Commu- 
nist phrase "Honest workers" in the part not copied. Note 
also the striking similarity in name between the ostensible 
sponsor and the genuine organization "Protestants and Other 
Americans United for the Separation of Church and State," 
a kind of plagiarism the Bloc psywar operators often use in 
creating a phantom organization. There are other indica- 
tions of the origin of the document — that another recent Bloc 
forgery was similarly based upon materials released by the 
Senate Foreign Relations Committee, 1 * that it is a standard 
Communist tactic to surface forgeries through mailings to pri- 
vate individuals and newspaper correspondents, that it is fre- 
quent Bloc practice to use photocopies or thermofax in order 
to hamper technical analysis, and that the State Department 
stationery, complete with seal, here used was used also in a 
later series of mailings, as we shall see. Moreover, the enve- 
lopes used were made of low-grade paper normally exported 
from the United States, and the typewriter that made the 
master copy of the letter and addressed all the envelopes is 
a Remington Rand containing a style of type designed for 
Estonian writing and is probably the same machine that 



"See pages 29 and 42 of Hearing before the Subcommittee to In- 
vestigate the Administration of the Internal Security Act and Other 
Internal Security Laws of the Committee on the Judiciary: Testimony 
of Richard Helms, Assistant Director, Central Intelligence Agency, June 
2, 1961, U.S. Government Printing Office, Washington, D.C. 
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typed a diplomatic note sent to Mr. Herter during his tenure 
a s Secretary of State by the diplomatic representatives of 
Estonia, Latvia, and Lithuania in Washington. 

A sub-theme of the portrayal of CIA as undercover policy 
maker, one prominent in the Foreign Service Employees for- 
gery, is that CIA meddles in foreign affairs by seeking clan- 
destinely to overthrow legal governments. This facet is given 
particular attention in the following passages from the psywar 
salvos: _ - 

In early 1959, the Cambodian government forestalled a coup 
d'etat headed by the traitors Sam Sari and Dap Chkhoun. . . . The 
records of the plot trial published in the Rialiti Cambogienne on 
October 1, 1959, disclosed that the Americans had a direct part in 
the matter." (Caught in the Act) 

CIA agents played a big role in the overthrow of the Mossadegh 
government In Iran, . . . Shortly before the overthrow, the centre 
was visited by Allen Dulles, allegedly on his vacation. . . . Accord- 
ing to the American press, the CIA spent some nineteen million 
dollars to bribe the officers who were to perpetrate the plot, (ibid.) 

The records convincingly proved that the American secret service 
in collaboration with the Baghdad Pact members was preparing 
a plot against the Syrian Republic. The conspirators sought to 
overthrow the legitimate Syrian government and to put dummies 
in power in the country, (ibid.) 

Of late the U.S, intelligence has been increasingly trying to 
organize espionage and subversion against the neutrals . . . trying 
through plots to overthrow the lawfully elected governments of 
these countries and replace them with regimes that would side with 
the U.S.A. (ibid.) 

It has been published and never denied that the CIA has sub- 
verted Government after government, not stopping at the use of 
military force. The CIA role in overthrowing the Mossadegh gov- 
ernment in Iran and the Arbenz government in Guatemala has 
been underlined in innumerable publications. A Saturday Evening 
Post article over four years ago declared that CIA agents had 
worked with Naguib and Nasser in the overthrow of King Farouk 
in 1952 and the responsible British New Statesman (May 12, 1961) 
flatly asserted that the CIA "disposed of Patrice Lumumba." There 
are persistent reports in France that CIA agents were involved in 
the generals' abortive revolt in Algeria. There are strong grounds 
for believing the CIA supported Chiang Kai-shek's defeated troops 
which retreated to Burma and set up bases there for hit-and-run 



w This "proof" was itself a forgery. See Testimony of Richard Helms, 
op, cit., p. 18. 
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raids on China. This led to serious friction between the U.S. and -\ 

Burma. (Light/Marzani) * j 

Consider the case of Chiang's Burmese opium growers. In 1951, 
following the collapse of Chiang's regime on the mainland, several I 

thousands of his followers fled across the Yunnan border into i 

Northern Burma. American policy makers decided to arm and * 

equip these Nationalist troops for a reinvasion of Yunnan Province. 
From Formosa, CIA allegedly masterminded the operation. Arms, 
munitions, supplies were airlifted Into Burma, I tils 

support, there is little evidence that Chiang's gallant tt?arri6rs ever 
wreaked much damage on the Chinese Reds, -instead, the Na- 
tionalists discovered they could achieve the finer life more easily 
by growing opium, and a great number of them settled down in 
Northern Burma and proceeded to do just that. 

The Burmese, a most unreasonable people, were not happy with 
this ideal, CIA-created situation. For some inexplicable reason, 
they seemed to resent the presence of this foreign army on their 
soil; and when Chiang's fighters, showing no regard for Burmese \ 

sovereignty, practically took over the state of Kengtung and estab- ) 

lished their own government, the Burmese actually filed a vigorous j 

protest with the United States. As Charles Edmundson . . . wrote 1 

in The Nation (Nov. 7, 1957), the American Ambassador in Burma " 1 

hadn't been let in on the secret of what the CIA and the Chinese "* 

Nationalists were up to. The Ambassador, William J. Sebald, I 

therefore denied in perfect good faith that America had anything | 

to do with supporting Chiang's guerrillas in Burma. Burmese i 

Prime Minister U Nu knew better and became so incensed he sus- J 

pended all U.S. Point Four activities and almost broke oft relations '/I 

entirely. Eventually, our own Ambassador resigned his post in -~ i 

protest against our own program, and American prestige through- ^ J 

out Southeast Asia sported a couple of very unlovely black eyes. 
(Cook) 

When, hard on the heels of Cuba, the French generals in Algeria 
tried to overthrow Charles de Gaulle, we were confronted by all- 
but-omcial charges in the French press that CIA once more had 
egged on the militarists. M. Soustelle, at a luncheon in Washing- 
ton last December 7, is said to have talked long and earnestly to 
CIA Deputy Director Richard Bissell, Jr., on the proposition that 
de Gaulle's program in Algeria could lead only to communism. CIA 
is said to have been impressed; General Challe, who led the revolt, 
is said to have had several meetings with CIA agents; he is reported 
to have been given the impression that he would have the support 
of the United States, (ibid.) 

The rumor Light/Marzani and Cook cite of the CIA insti- 
gation or backing of the Challe revolt was itself instituted 
and spread by Bloc propagandists 18 as part of this campaign 






"See Testimony of Richard Helms, pp. 2-5. 
48 



forge/; CIA Jtf&RU^ 



to picture CIA as seeking to overthrow legal governments 
through clandestine operations and more broadly as making 
U.S. policy instead of serving it. Cook also treats at some 
length and in similar free-wheeling style the Guatemalan 
coup and the overthrow of Mossadegh, and then concludes as 
follows: 

The answer seems clear and unequivocal to anyone who will study 
the record. It has been given In a number of places— in East 

Germany, In Poland, In Hungary, in the Middle East?. Behind many 
of the eruptions that in recent years have shaken the peace of an 
uncertain world, close examination will reveal the fine, scheming 
hand of CIA. And it will reveal, too, that CIA time and again has 
stirred up the brush fires without any regard for the long-range 
consequences. 

Treacherous Ally 

The propaganda portrayal of CIA as perfidious and unprin- 
cipled, spying on friend and foe alike, is seen in the following 
passages: 

The guiding principle of any coalition is an honorable attitude 
to one's allies, particularly in face of the enemy. Mr, Dulles allowed 
himself to violate this principle both in regard to Russia, which is 
understandable, knowing Dulles, and in regard to Britain, which is 
monstrous and incomprehensible. (Edwards/Dunne) 

Now no one dared to believe that the American claim to leader- 
ship of the capitalistic camp, especially in . . . [espionage] can be 
guaranteed through "official" agreements. Whoever would be ready 
to make that assumption would ignore the law of the wolf, which 
dominates everywhere under capitalistic circumstances. . . . There- 
fore the secret services of capitalistic countries — except for a cer- 
tain coordination against the socialistic camp — work conspira- 
torially against each other, now as in the past. (Allen's Gangsters) 

The Wall Street journal wrote in an editorial on February 8, 1957: 
". . . And if we are keeping a weather-eye out only on countries 
we don't like, we are extremely naive. We had better watch also 
those who don't like us now and those who may not like us to- 
morrow." (Caught in the Act) 

Active cooperation and joint action with its partners in espionage 
activities directed against the socialist countries by no means pre- 
vent the CIA from carrying on active intelligence work with regard 
to its own allies too. One is amazed by the cynicism with which 
the American secret service makes use of the opportunities and 
channels furnished by its allies for work against the Soviet Union, 
for activities against these countries themselves. 
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It is, of course, up to the U.S. allies themselves to decide whether ; 

or not to tolerate such an outrageous fact, for instance, as the 
deciphering of their state correspondence by the Americans. At 
any rate, according to the authoritative testimony of the former 
employees of the N.SA. t B. Mitchell and W. Martin, the fact remains 
that the Americans decipher the telegrams of more than 40 coun- 
tries, their allies Turkey, Italy, and France included, making use 
for this purpose of electronics, their own agents in the cipher de- 
partments of their allies, and the sale of American cipher machines 
to -the latter. (iWd.) ■.^^■^■■^^^^:i^, 

In Britain alone there are 4,000 American officials. - Commanders 
of American bases must obviously practice a certain amount of 
counterespionage to protect their own security. But who can guar- 
antee it is only counter-espionage? In Ransom's classical work 
on American Intelligence, the C.I.A. is blamed for not assessing the 
Influence of General de Gaulle's advent to power on France's posi- 
tion in NATO. The logical conclusion is that the C.LA is employed 
to collect certain kinds of information in all countries of the West- 1 

em world. We doubt whether this country [Great Britain] is an I 

exception. (Edwards/Dunne) . ^ 



But this portrayal has also been reinforced by another 
series of mailings, this time of authentic classified U.S. docu- 
ments to Western newspapers. On 7 January 1961 Rude 
Pravo reported that two official U.S. directives urged U.S. mili- 
tary attaches abroad to maintain social relations with Soviet 
Bloc officials for the purposes of espionage and inducing de- 
fections, claiming to have "incomplete and fragmentary" but 
documentary proof that this was so. On 14 January photo- 
copies of two documents were mailed to the New York Times* 
Paris office, to the London Daily Express, and to Der Spiegel 
in Hamburg. They were a forged one-page secret document 
on official stationery headed "Department of State Instruc- 
tion 1052 No. CA 974 June 10, 1960. Subject: Defector Pro- 
gram among Soviet and Soviet Orbit Officialdom" and a gen- 
uine but superseded Department of the Army document dated 
3 December 1956 and headed "Department of the Army De- 
fector and Returnee Exploitation Program and Related Ac- 
tivities." They were accompanied by a cover letter signed 
"W.S.," who claimed to be a U.S. citizen unable to "sit idly by 
while responsible American officials engage in such despicable 
and dangerous plans of subversion." 

Starting on 22 April 1961, W.S. sent from Paris a new cover 
letter and two new photocopy enclosures, both classified and 
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authentic, to a wider range of newspapers. Additional re- 
cipients were the Copenhagen Dagens Nyheter, the Man- 
chester Guardian, the Stockholm Svenska Dagbladet, and the 
Istambul Cumhuriyet. W.S. explained that he was mailing 
the classified materials to newspapers because he was angered 
by the espionage conducted by "our intelligence services 
against our allies and friendly countries. These activities are 
not only unethical and dishonorable, but they undermine re-, 
spect and confidence in America and endanger the solidarity 
of the free world." The enclosures were^ clippings from a 
USAFE Daily Intelligence Report and a Department of the 
Army Headquarters Daily Intelligence Bulletin. The photo- 
graphs of all four documents had been enlarged to precisely 
the size of the locally-purchased envelopes used for the mail- 
ings, a technique that had characterized some earlier Soviet 
forgery campaigns. 

Starting on 9 June 1961, W.S. mailed the April enclosures 
from Rome to most of the original recipients and ten other 
papers in Italy, France, Iran, Lebanon, and England. Only 
the London Daily Express had reported the January mailing 
to its readers, and none of the papers had apparently used 
the April series. But now the London Daily Herald printed a 
story about these June mailings under the headline "Mystery 
Man Starts U.S. Security Scare," most of the other recipients 
followed suit, and a number of non-recipients picked it up. 
II Tempo and La Giustizia in Rome alleged that the W.S. docu- 
ments originated with CIA. Israel Epstein, former American 
turned Communist Chinese, on 16 June had in his possession 
in Geneva a copy of the W.S. story in Combat of that same 
date, not normally available there before the next day, and 
he spent that afternoon and evening calling it to the atten- 
tion of Western journalists. 

Manipulator of Puppets 

The Bloc campaign shows CIA dominating or manipulating 
supposedly independent private groups and government agen- 
cies. Caught in the Act pictures its hand in propaganda op- 
erations: 

Official "white" propaganda is conducted by the [U.S.] Informa- 
tion Agency in direct contact with intelligence bodies. Many USIA 
materials, whether radio broadcasts or newspaper articles, are pre- 
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pared from materials provided by the CIA. Hundreds of CIA em- - 1 
ployees are working abroad under the cover of USIA offices. ... ; 

The CIA regularly provides the RFE with broadcasting material. It 
is the sole supplier of personnel to the RFE and other such estab- ; 

lishments. Of the RFE's 2,000 employees there is not one who is not 
connected in one way or another with American intelligence. 

In May 1961 TASS charged that CIA was using the Peace 
Corps for cover. 19 ^^A^other facet C$. the manipulatio|v.|liem^ 
is the charge that 5lA aS'uses the emigration by forcing 

refugees to be spies: ^ : 

Finally, the CIA sees a source of indispensable aid in the organiza- 
tions and secret societies of emigrants. It has built them into nests 
for the support of espionage and stationed them in many countries, 
(Allen's Gangsters) 

It is this charge that was supported by the third series of 
covert mailings. The American Committee for Liberation em- 
ployed one Alexander Melbardis in Munich from early 1956 
until February 1960, when he was dismissed for insubordina- 
tion. Photocopies of working and administrative papers he 
had handled began to show up in the mails in late May 1960. \ 

A short note, typewritten in Russian with the signature 
Gruppa emigrantov, was sent to the I. G. Farben Building in * : 

Frankfurt am Main. It read as follows: 



"See Testimony of Richard Helms, p. 42. 

52 c jFf? CT ^ 



To the Gentlemen of American Intelligence: 1 I 

Our group wishes to acquaint you with the attached documents. * ^ 

We do not hide our hatred of the representatives of Allen Dulles's i^ 

office, these people who turn our lives into evil ways. We do not : ^ 

wish to barter our souls. Our goal is to carry on the struggle v^ 

against your agents and provocateurs in our midst. ■ | 

J" a 

The characteristic technique of enlarging the photographed #| 

materials to exactly the right size for the envelopes was used gf 

also in this mailing. The enclosures were Melbardis letters, ^| 

receipts for AmComLib payments, a summary report by Mel- g| 

bardis of refugee gossip about possible Soviet agents, and the |*| 
like. 

In June 1960 other Melbardis papers were mailed to a num- 
ber of Russian emigres in Germany and France, together 
with a letter signed Zemlyaki ("Fellow Countrymen") which 
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denounced American intelligence and the refugees who serve 
it. Later mailings of Melbardis papers continued to go to 
these and other emigre recipients; to date there have been 
twelve such mailings. 

Costly Blunderer 

The psychological warfare experts of the Soviet Bloc have 
shown a touching "concern on the question df CIA's compe- 
tence, a concern manifested in English-language materials 
designed to convince the U.S. Government ~and public that 
CIA's exorbitant costliness is matched only by its appalling 
blundering: 

In its efforts to collect espionage information about the Soviet 
Union, the American intelligence is meeting with one failure after 
another. ... In the United States itself little value is put on the 
results of the CIA's activities. . . . The poor "efficiency," if not 
the complete fiasco of the U.S. Intelligence Service with respect to 
the Soviet Union can be proved by the fact that it failed in time to 
inform the American government of the Soviet scientific and tech- 
nical achievements in rocketry. The American intelligence sys- 
tematically misinforms the public and government of its country as 
to the real situation in the Soviet Union and the other socialist 
countries, concerning which, as a rule, it indulges in wishful think- 
ing. (Caught in the Act) 

We are always skeptical when people praise spies ... it is a 
well-known fact that it was not Mr. Dulles who distinguished him- 
self by discovering the V-rockets but unassuming Miss Constance 
Babbington Smith, the British expert on aerial reconnaissance 
photography. (Edwards/Dunne ) 

How did the American intelligence service fare in this world- 
shaking event? The record indicates two sadly disappointing 
facts: (a) The C.LA. failed to supply America with authentic 
information on the fighting capacity of the Korean Communist 
forces (it was taken unawares, for example, by the presence of 
MIG-15 aircraft) ; (b) The CIA. failed to give warning of Red 
China's entry into the war. (c) "On October 20 (1950)/' President 
Truman records in his memoirs, "the CJA. delivered a memoran- 
dum to me which said that they had reports that the Chinese com- 
munists would move in far enough to safeguard the Saiho electric 
plant and other installations along the Yalu River which provided 
them with power." Actually the Chinese had begun crossing the 
Yalu four days earlier, (ibid,) 

But if we really want to find examples of CIA blunders, we must 
take a look at its estimates regarding the Soviet Union. . . . The 
list begins with the appalling mistake in estimating the time re- 
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quired to make a Soviet atom bomb and ends In complete confu- 
sion over the Soviet rockets, {ibid,} 

In the intervals he [Mr. Dulles] affords Mr. Khrushchev enormous 
pleasure. He sends out agents who afterwards hold press confer- 
ences in Moscow, Prague and East Berlin. He reassures Congress- 
men and Secretaries by telling them not to believe in Soviet claims, 
which in next to no time become irrefutable reality. He despatches 
aircraft to the East as gifts to Communist propaganda. And, fi- 
nally, he forced a weak-willed President to announce that unsuc- 
cessful espionage is part of the official policy of the great American 
democracy, thus creating confusion throughout tEe Western world. 

We have naturally always been tolerant of thisman. But deeply 
convinced that even the Americans are not rich enough or power- 
ful enough to allow themselves the luxury of keeping Mr. Dulles 
in such a responsible post any longer. He has done his duty — we 
shall not argue how well. And now he must definitely go, or all of 
us may perish in an atomic inferno, (ibid.) 

Dulles himself has said, "You have to look to the man who is 
directing the organization and the result he achieved. If you 
haven't got someone who can be trusted, or who doesn't get results, 
you'd better throw him out and get someone else." 

This is sound advice and will probably be prophetic. It is doubt- 
ful that Allen Dulles will last through 1961 as director of the 
CIA. (Light/Marzani) 

But we must look deeper into the structure of the CIA. Leaving 
aside the morality of invading a sovereign nation in times of peace, 
the sheer massive misrepresentation of Intelligence as well as the 
bumbling inefficiency of execution staggers the imagination. Here 
is an agency that has tens of thousands of employes and spends 
hundreds of millions of dollars a year (the exact amount being 
unknown as the CIA has no Congressional supervision) and yet can 
fail so dramatically to present a true picture of conditions within 
a small nation 90 miles from our shores — which until Jan. 3, all 
U.S. citizens might freely visit. Where were all those secret agents 
and spies which the CIA is supposed to have all over the world? 
Did they mislead Washington? (ibid.) 

The bad judgement implicit in ordering the [U-2] flight at such 
a delicate time, the ridiculous CIA "cover story" that Powers was 
gathering weather data, the solemn promulgation of this fairy tale 
and the swift subsequent exposure of the United States before the 
world as an arrant liar — all of this wrecked the Summit, forced 
the United States to abandon the U-2 aerial program, and Inflicted 
enormous worldwide damage on American prestige. (Cook) 

These initial blunders of intelligence in the Korean War were 
matters of relatively little moment compared to the final one that, 
in the fall of 1950, literally cost the lives of thousands of American 
soldiers. . . . If U.S. forces pressed on into North Korea, would the 
Chinese Communists . . . enter the war? 
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General Douglas MacArthur was confident that they would not. 
All of our intelligence forces agreed in essence on this forecast . . . 
the intelligence for which we pay literally billions of dollars was 
abysmally wrong. ... In the Korean War, as in the case of Cuba, 
there were many clear and explicit warnings that a blind intelli- 
gence refused to heed, (ibid.) 

Mere Scapegoat 

In mid-1961, however, taking account of the prospect of a 
reorganization and change of leadership -for CIA, the Bloc 
propagandists began to pull their audiences * back from the 
dangerous assumption that removal of the CIA cancer would 
leave U.S. policy clean and wholesome. CIA, ineffective and. 
immoral as it is, now becomes the mere instrument of U.S. 
foreign policy and a scapegoat for its failures; it is the policy 
itself that must be changed: 

According to the U.S. press the CIA is being reorganized on 
President Kennedy's instructions. The CIA has become notorious 
throughout the world for its shameful actions. This agency ar- 
ranged the U-2 spy flights over Soviet territory where a U-2 
plane was shot down. The agents of this institution prepared 
the armed mercenary aggression against the Cuban people. This 
institution is to a large degree responsible for the cold war. 

Nevertheless the masters of shameful business have lately been 
experiencing more and more failures. They failed in Laos and 
they got what they deserved in Cuba. All this has caused a stir 
in Washington, and no wonder, for the CIA is a U.S. Government 
institution with many privileges and rights. Its failures are 
failures and defeats for the U.S. Government. After a series of 
shameful defeats, specifically in Cuba, President Kennedy ordered 
a reorganization of the activities of the spy center. 

Now a readjustment is going on. The parties responsible are 
being sought. But it is public knowledge that in this case the 
CIA is the scapegoat, for this spy center was merely carrying 
out instructions from higher official bodies and applying U.S. 
foreign policy in its way. 

And so the claims by the Yankee press that when the CIA is 
reorganized there will be no more failures are words intended 
for simpletons. The shameful failures in foreign policy and the 
signs of anti-North- Americanism are not just the results of CIA 
activities, but primarily of the aggressive, imperialist foreign policy 
of the United States. To avoid such failures what is necessary 
is not a readjustment of the CIA, but a radical change in U.S. 
policy and renunciation of intervention in other countries' domestic 
affairs. (Radio Moscow to South America, 3 July 1961) 
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United States, murdering Iranian political activist Ali A. Tabatabai, founder of the Iran Freedom 
Foundation, in his Bethesda, Maryland home in July 1980, James Phillips, 'The Challenge of 
p— '* *- *^n •• Heritage Foundation Commits Brief No. 24. 29 March 1996. 

C J 

■> (U) ~lran: Internal Security, uuuUD 141-zts, zi may iyy:>. me imuuuauon m Uiis report is 
classified TOP SECRET UMBRA NOFORN; the title is unclassified. The report, already five 
years old, states that Iran's various tribes have not been a serious threat to Tehran's rule for 
several years. No reporting since then has warranted a qualification or change of that opinion. 
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Postscript 
(U) The Shadow of the Pahlavis 



2 

(U) The average Iranian still believes that the British and Americans are 
ominipotent and that if they removed Mossadeq, either or both somehow put the mullahs 
in power. Edward Shirley's Know Thine Enemy: A Spy's Journey into Revolutionary 
Iran recounts several conversations he had with Iranians while traveling through that * 
country. One asked Shirley for help: 

(U) * Americans should help us. Your secretary of state was spit upon by 
Khomeini. He calls Iran the most evil state in the world, but he does nothing. 
Unless you want Iranians thinking that you like the mollahs, you should bring 
them down. The British put them in, and America should drive them out. The 
young Shah, he is like his father, a coward. And the United States wastes money 
on him. Iranians don't want to fight anymore. They need a sign from America.' 



(U) Source and Classification Note 



(U) I have also examined relevant records from the Department of State, the 
Department of Defense, and the National Security Agency, These records were not as 
plentiful or as helpful as I had hoped, I was nonetheless able to fill in some gaps with 
documents from these organizations. The vast majority of surviving documents on the 
operation itself remain with CIA, but for the reasons pro vided below even these are not as 
numerous as one mipht pvn^rf 

L 



5 (U) Copies of cables senjj^ _ T| during the 

operation also were among the files the Division destroyed in its attempt to gain more 
filing space. At the time, the copies were already nine years old and no one thought that 
they were important A record copy may have remained in the Agency's former Cable 
Secretariat for some time, but such records too have long since disappeared in routine 
house cleanings. A* extensive search of CIA's archives ha^ failed to uncover anv 
surviving copie- 
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(U) A problem with this thesis is that Mossadeq's Iran was not moving toward 
democracy. The Prime Ministers increasing political isolation and the fragmentation of 
the National Front, as documented above, had -weakened his position and made him 
desperate. His dictatorial grab for power from the Majlis alienated his former allies and 
gained him new political enemies. Iran was, to repeat Iran specialist Kuross Samii's apt 
metaphor, "an old ship swept away by a storm with no one on board capable of dealing 
with the attendant frenzy." 10 

(U) In fact, Khomeini's revolution was a reaction against secularism, 
modernization, and the Shah's misrule, not a push for a return to the National Front The 
streets of Tehran rang with shouts of fanatical support for Khomeini rather than nostalgic 
calls for Mossadeq. The Ayatollah was not interested in Mossadeq or the things he stood 
for. The last thing Khomeini wanted was a secular government with multi-party 
participation. He would have called for fundamentalist revolution against any 
government, including a National Front or T\ideh Government, that promoted 
modernization, the emancipation of women, and secularization, 

(U) Edward Shirley, the former CIA DO employee who journeyed through 
revolutionary Iran, argues that the revisionist thesis also underestimates the role the 
clerics played in TPAJAX. Without the support of Ayatollahs Kashani and Behbehani, 
Shirley doubts the covert political action could have succeeded. What the ayatollahs did 
in 1953 with American and British help, they might have been able to do later without 
such help. Alternatively, given Mossadeq's growing political weakness and isolation 
from Iranian society, the clerics may have defeated him and the National Front in general 
elections. 

(U) In short, according to Shirley, the 1953 aborted-democracy theory is 
appealing, but is "too convenient in its diabolization of the CIA and MI6, and too Persian 
in its determination to make someone else responsible for failure.'* 



History of Iran, vol. 7, From Nadir Shah to the Islamic Republic (New York: Cambridge 
University Press, 1991), p. 263, 

10 (U) Kuross A. Samii, Involvement by Invitation: American Strategies of Containment in Iran 

(University Park, PA: the Pennsylvania State University Press, 1987), p. 143. 

1 *(U) See Peter Wyden, Bay of Pigs: the Untold Story (New York: Simon and Schuster, 1979). 
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(U) American University's Amos Perlmutter belongs to the school of thought that 
considers Mossadeq's fall inevitable regardless of Western actions. In a foreword to 
Zabih's The Mossadegh Era: Roots of the Iranian Revolution Perlmutter writes that 
CIA's "role in these climactic events was not very significant, despite some of the heavily 
unsubstantiated claims of the old boys such as Kermit Roosevelt" 

(U) To a large extent, the return of the Shah and the downfall of 
Mossadegh were made possible by divisions among the political forces 
of the left and right, the left split among nationalists, Marxists and 
Communists and the right split among the reactionary and xenophobic 
clergymen and their more liberal counterparts. 8 

(U) Perlmutter is correct in saying that Iranian political divisions made the fall of 
Mossadeq possible, but merely because something is possible does not ensure that it will 
happen. CIA's role was significant Without Kermit Roosevelt's leadership, guidance, 
and ability to.put some, backbone into the key players when they wanted to quit no one 
would have moved against Mossadeq. Iran had many political factions but few legitimate 
leaders — and even fewer leaders with the discipline and will necessary to take risks. 

(U) A key difference between Mossadeq and his domestic opponents was his 
ability to control the streets. Although much of the National Front had deserted the Prime 
Minister, the Tudeh, by this time Iran's only disciplined political party, rallied to him 
when its aims and Mossadeq' s coincided. Tudeh demonstrations intimidated the , 
opposition and kept the army on the sidelines. Mossadeq's opponents would have been 
unable to overcome these disadvantages without outside help. 

(U) The notion that Mossadeq would have fallen anyway ignores the realities of 
Iranian politics* No group was able, without help, to contest control of the streets of 
Tehran with the Tudeh. The opposition needed a rallying point and a psychological 
trigger. Rrwwwit nrovided both and gave Tehranians a choice between the Shah and the 



7 (U) Sepehr Zabih, The Mossadegh Era: Roots of the Iranian Revolution (Chicago: Lake View 
Press, 1982), p. 126. 

8 (U) Amos Perlmutter, forward to The Mossadegh Era: Roots of the Iranian Revolution by 
Sepehr Zabih (Chicago: Lake View Press, 1982), p. vii. 
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"pressures/* 3 For lean, the Truman Doctrine — as this pledge came to be known— meant 
that the United States was replacing Britain as the main geopolitical counterweight to the 
Russians, 

(U) Bor the first three years after President Truman's declaration, the United 
States paid relatively little attention to Iran even though that oil-rich country was 
experiencing serious economic problems, widespread discontent with the government, 
and growing agitation hv the Tudeh — Iran's Communist Partv, 



(U) Even without the most basic intelligence on tan, two elements drove 
American foreign policy in the post-war Persian Gulf region: oil and the fear that political 
instability might jeopardize Western access to oil. -Ever since Shah Muzaffaral-Din 



3 (U) Public Papers of the Presidents of the United States, Harcy S. Truman (Washington, DC, 
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(0) Mossadeq's immediate concern was a struggle for control of the Anglo- 
Iranian Oil Company (AIOC)* By 1950 the British oil concession in Iran, which the Shah 
had renewed in 1949, was a sore point in relations between the two countries. In March 
1951, when Mossadeq was a member of the Majlis (the Iranian Parliament), he submitted 
a bill, which the Majlis quickly passed, nationalizing AIOC He signed the bill into law 
on I May 1951, just three days after the Shah appointed him Prime Minister, 
Nationalization went into effect on 2 May 1951 and was made retroactive to 20 March 
1951. 

(U) AIOC's nationalization brought Mossadeq and Iran into immediate conflict 
with Britain. The British government owned half of AIOCs stock and did not intend to 
let Mossadeq nationalize its assets without adequate compensation as required under 
international law* M 



(U) Britain Responds to '^Ihe Antics of Incomprehensible Orientals" 

■ V 

(U) The two countries tried to resolve the dispute, but differing negotiating styles 
and the personalities involved hindered these efforts* Many Britons found Mossadeq' s 
seemingly impossible demands and unpredictably shifting arguments inexplicable. L.P. 
Elwell-Sutton captured the mood of British policymakers at die time when he wrote, 
"Really, it seemed hardly fair that dignified and correct western statesmanship should be 
defeated by the antics of incomprehensible orientals." 15 

(U) Mossadeq found the British evil, not incomprehensible* He and millions of 
Iranians believed that for centuries Britain had manipulated their country for British ends. 
Many Iranians seemed convinced that British intrigue was at the root of every domestic , 
misfortune. In 1951 Mossadeq told US Special Envoy W. Averell Harriman, **You do not 
know how crafty they [the British] are. You do not know how evil they are. You do not 
know how they sully everything they touch." Haniman protested that surely the British 
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15 (U) L.P1 Eiwell-Sutton, Persian Oil: A Study in Power Politics (London: Lawrence and 
Wishart UA, 1955) f p. 258. 



policy of the Zahedi Government that the United States obtained at minimal cost 2 would 
last for 26 years. Secure in the knowledge that the US would support Iran against the 
USSR, the Shah was able to turn his attention to domestic matters. He began a series of 
far-reaching modernization efforts, including land reform and steps toward the 
emancipation of women. 

(U) TPAJAX came at a time when the events in pre-war Europe were a fresh 
memory. Americans had seen how Nazi subversion could destroy a country like 
Czechoslovakia. They had seen the consequences of weakness and appeasement before 
Nazi and Japanese demands. They had suffered the incalculable cost of failing to act 
when action might have stopped farther aggression. Many were determined never again 
to let the appearance of weakness and indecision encourage aggression. 

(U) Neither the White House, nor State Department had the slightest doubt that the 
Soviets coveted Iran and would do whatever they could, short of war, to bring that 
country within the Soviet orbit The Azeri crisis of 1947 showed that unless checked, 
Stalin would continue to test the West's resolve* 

(U) Stalin's death in March 1953 added a dangerous element of ambiguity to 
Soviet intentions. Who would succeed the late dictator, the "breaker of nations**? 3 
Would Soviet policy become more or less aggressive? Would the Soviets reoccupy 
Iranian Azerbaijan? Would they encourage the Tudeh to topple Mossadeq? The White 
House, the State Department, and CIA struggled to find answers to these questions. 

(U) Sending American troops to Iran was never a practical option for logistical 
and political reasons. An American military occupation almost certainly would have led 
to war. The USSR would have invoked the terms of the 1921 Treaty of Friendship 
Between Iran and the Russian Soviet Federated Socialist Republic and occupied the 
northern part of the country* Iran would have been divided into a Communist north and a 
free south. Fear of partition lay behind Washington's objection to the proposed British 
occupation of the port city of Abadan early in the oil nationalization crisis, 

(U) A covert political operation promised to attain American foreign policy and 
strategic in objectives Iran without the threat of war, CIA gave the Eisenhower 
administration flexibility where diplomacy had failed and military action was not 
practical. In addition, CIA gave the US Government "plausible deniability " If a covert 
action went awry, the President could deny American involvement With these 
considerations in mind, and given the widely held Western outlook on the international 



^u) msiouaii tvuoert Conquest's term. See, Robert Conquest, Stalin: Breaker of Nations (^New 
York: Viking Press, 1991). 
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(U) Mossadeq Challenges the Shah 

(U) At the same time that he was quarreling with the British, Mossadeq also was 
struggling against the Shah. He insisted that the Shah should reign and not rule. To that 
end, he worked to enhance the power of the Majlis at the Shah's expense. The flash point 
came in July 1952, when Mossadeq resigned during a dispute over whether the Shah or 
the Prime Minister should appoint the war minister. 

(U) During the elections for the 17th Majlis earlier in the year, vote-tampering by 
the Iranian Royal Court had convinced Mossadeq that the government's survival, 
depended on control of the military. On 16 July he demanded the right to appoint himself 
minister of war. The Shah refused arid Mossadeq resigned. 19 Mossadeq appealed 
directly to the public and accused the Shah of violating the Constitution. 

(U) Mossadeq's resignation initially appeared to be a shrewd political move that 
underscored his mastery of Iranian politics and his ability to gauge and exploit public 
opinion. The Shah appointed Ahmad Qavam, Prime Minister during the Azeri crisis with 
the Soviet Union in 1947, to succeed Mossadeq. In response, the National Front, a broad 
coalition formed in 1949, organized mass demonstrations in Tehran demanding 
Mossadegh's teturn; l$ie demonstrations turned violent— 69 people died and more than 
750 wercinjui^-^ut the Shah refused to use the police or die military to restore order. 
Qavam lacked b^d support and was unable to organize counter-demonstrations. For 
five days the ; Na#oj#i Front controlled the streets of Tehran and other cities. On 21 July 
1952 the Shah bowed to the pressure and replaced Qavam with Mossadeq. 20 

(U) Once back in power, Mossadeq struck back at the Shah and the military. He 
transferredReza Shah's lands back to the State, appointed himself Minister of War, 
forced the Shah's twin sister Princess Ashraf to leave the country, and forbade * 
Mohammed Reza Pahlavi from communicating direcdy with foreign diplomats. By May 




19 (U) M. Reza Ghods, Iran in the Twentieth Century: A Political History (Boulder, 
Rienner Publishers, 1989), p. 186. Mossadeq wrote 

I cannot continue in office without having the responsibility for the 
Ministry of War, and since Your Majesty did not concede to this, I feel I 
do not enjoy the foil confidence of the Sovereign and, therefore, offer 
my resignation to pave the way for another government which might be 
able to carry out Your Majesty's wishes. 
(U) Sepehr Zabih, The Mossadegh Era (Chicago: Lake View Press, 1982), p. 40. 
2°(U) Ibid, p. 265. The National Front was a loose coalition of political parties professing liberal 
democratic aims and opposing foreign intervention in Iranian affairs. The National Front 
included the leftist, anti-Soviet intellectuals of the Iran Party; the workers and leftist intellectuals 
of the Toilers* Party; and the workers, bazaar merchants, and Islamic clergy of the Mujahedeen-i- 
Islam (Warriors of Islam) Party. Ayatollah Abul Quassem Kashani, later instrumental in the 
coup against Mossadeq, was one of the leaders of the Warriors of Islam, The ultranationalist 
Pan-lranist Party, affiliated with the National Front but not a member, included many lower class 
toughs^ TJ#,^<feh (baiman Communist Party) was not a member of the National Ftont but 
included itsetf amting flie parties opposing the government Mark J. Gasiorowski, "The 1953 
Coup d'etat In Iran," International Journal ^ mmu* East Studies 19 (Aug. 1987): 262. 
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the attendant frenzy." By August, Mossadeq "was barely holding on to the broken sails 
of his sinking ship. Everything considered, whatever might be said of the morality or the 
legality of American action, it still should not be characterized as having overthrown a 
stable regime in Iran." 35 What worked in Iran, Roosevelt sensed, probably would not 
work in Guatemala because the circumstances were so different 



35 (U) Kuross A Samii, Involvement By Invitation: American Strategies of Containment in Iran 
(University Park, PA: The Pennsylvania State University Press, 1987), p. 143. 
36 (U) Roosevelt, Countercoup, p. 210. 
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tribes and-Hiiore ominously— the Tudeh, Iran's Communist Party. As support for 
Mossadeq narrowed, the Tudeh would soon be the only group willing to take to the 
streets on his behalf 

(U) Ayatollah Kashani's defection and increased squabbling among the deputies 
effectively paralyzed the Majlis. Opposition politicians — including former Mossadeq 
allies like Kashani— blocked the Prime Minister's legislation. In early June 1953, 
fistfights broke out in the Majlis. The Prime Minister won a temporary victory when 
Abdullah Moazemi, a Mossadeq supporter, succeeded Kashani as speaker in a close ' 
Majlis vote (41 to 31) on 1 July 1953. Mossadeq recognized, however, that the Majlis 
was hopelessly deadlocked and that dissolution and new elections were necessary to 
break the stalemate. 27 

(U) Under the Iranian constitution only the Shah could dissolve the Majlis. The 
government could request him to do so. Mossadeq knew the Shah would not agree to 
such a proposal, so he devised a plan to achieve the same end. He asked all National 
Front members and supporters to resign, which they did, and simultaneously announced 
the dissolution of the Majlis, The Iranian people, he held, could ratify or reject his 
decision in a referenda on the theory that popular will superseded the constitution. 
Iranian scholar Eri^d^brahamian has noted the irony in Mossadeq's rationale. 
"Mossadeq, the constitutional lawyer who had meticulously quoted the fundamental laws 
against the shah," Abrahamian wrote, **was now bypassing the same laws and resorting to 
the theory of the general will*'* 28 

(U) From 3 to 10 August 1953, Iranians voted on Mossadeq* s bold and 
unconstitutional act The results of the rigged election were never in doubt Mossadeq 
purposely excluded rural areas from the balloting, ostensibly because it would take too 
long to count the votes from remote areas. The ballot was not secret, and there were 
separate polling places for "yes" and *1no.*' In the end, Mossadeq claimed victory, gaining 
"over 2,043,300 of the 2,044,600 ballots cast throughout the country and 101,396 of the 
101,463 ballots cast in the capital." 2 * 

(U) The dissolution of the Majlis and the tainted referendum alienated Iranian 
liberals and conservatives alike. Jamal Imami, a pro-British member of the Majlis, 
warned that Mossadeq was leading the country toward anarchy. Ayatollah Kashani 
declared the referendum illegal under Islamic religious law. At his trial in late 1953, 
Mossadeq defended his actions on the grounds of popular sovereignty. "In view of the 
Royal Court's flagrant interference in the electoral process, we had to suspend the 



27 (U) Mark J. Gasiorowski, U.S. Foreign Policy and the Shah: Building a Client State (Ithaca, 

NY: Cornell University Press, 1991), p. 75. 

^(U) Abrahamian, p. 274; M. Reza Ghods, Iran in the Twentieth Century: A Political History 

(Boulder, CO: Lynne Rienner Publishers, 1989), p. 187. 

29 (U) Zabih, p.l 11; Abrahamian, p. 274. See also, Homa Katouzian, Musaddiq and the Struggle 

for Power in Iran (New York: LB. Tauris & Co. Ltd.), pp. 187-88. In an interview appearing in 

the 22 August 1962 issue of Deutsche Zeitung, Mossadeq admitted that he dissoW*' 1 * u ~ %n * u 

Mai lis to avniH * **rtnfM<»nr<* ^*<* *^t would have caused his government to f* 11 



.3 . 

v o^ occtoicuy yj± oiato ljuu^o uiu nut iicca Roosevelt's admonition. The Secretary 
was already contemplating a similar operation in a country half a world away from Iran 
and much closer to home* 30 Officials in CIA's Directorate of Plans had been working 
since 1952 on schemes to depose Guatemalan President Jacobo Arbenz* like Mossadeq, 
Arbenz was willing to turn a blind eye to Communist machinations in his country* 
Unlike Mossadeq, however, Arbenz appeared to be a Communist sympathizer. Even the 
most bitter anti-Mossadeq partisans did not claim the Iranian Prime Minister was a 
Communist or a sympathize^ T 



J Auj r^cniut Roosevelt, Countercoup: The Struggle for the Control of Iran (New York: 
McGraw-Hill, 1979), p. 210. 
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and determination. Vigorous American support for Mossadeq would have complicated 
American foreign policy in other parts of the world as well, 

(U) President Truman had no patience with those refusing to view the Anglo- 
Iranian problem in a global context When the US Ambassador to Iran, Henry Grady, 
wrote to Truman complaining that the White House was not listening to his advice, the 
President let him know exactly where he stood. "Let me tell you something about the 
Iranian Situation from this end/* he wrote. 

(U) [we] held Cabinet meetings on it— we held Security Council 
meetings on it, and Dean, Bob Lovett, Charlie Sawyer, Harrimaa and all 
the senior staff of the Central Intelligence discussed that awfiil situation 
with me time and again. . . We tried. . . to get the block headed 
British to have their oil company make a fair deal with Iraa No, they 
could not do that They know all about how to handle it— we didn't 
according to them. 

(U) We had Israel, Egypt, Near East defense, Sudan, South Africa, Tunisia, the 
NATO treaties all on the fire. Britain and the Commonwealth Nations were and 
are absolutely essential if these things are successful TTien, on top of it all we 
have Korea and Indochina. Iran was only one incident Of course the man on 
the ground in each 'dne of these places can only see his own problem. 33 



33 (U) Farhad Diba, Mohammad Mossadegh: A Political Biography (London: Croom Helm, 
,,1986), pp. 131-32, citing papers of Henrv OaHv Fmnh**ste added. 

c 



(U) In February 1921, Persia, as tan was then known, and the Russian Soviet Federated 
Socialist Republic (RFSFR) [the USSR did not exist until December 1922] signed a treaty of 
friendship. Article VI gave the RSESR the right to send troops into Persia if a third party tried to 
use that country as a base from which to attack Soviet Russia, Russian troops would cross the 
border only if Persia proved incapable of removing the threat itself. In an exchange of 
explanatory notes in December 1921, the Russians made clear that the treaty applied "only to 
cases in which preparations have been made for a considerable armed attack upon Russia * . .by 
the partisans of the regime which has been overthrown [the Tsarist Government] or by its 

supporters * Leonard Shapiro, ed*, Soviet Treaty Series: A Collection of Bilateral Treaties, 

Agreements and Conventions, Eta, Concluded Between The Soviet Union and Foreign Powers, 
vol 1, 1917-1928 (Washington, DC: The Georgetown University Press, 1950), pp. 92r94, 150- 
51. 
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Prime Minister Clement Attlee decided that it '"could not afford to break with the United 
States on an issue of this kind,*" 39 Apotential military crisis had passed. 



39 (U) H.W, Brands, Inside the Cold War; Loy Henderson and the Rise of the American Empire, 

1918-1961 (New York; Oxford University Press, 1991), p. 234. 

40 (U) Henry A* Byroade, Assistant Secretary of State for Near Eastern, South Asian, and African 

Affairs; John D. Jernegan, Deputy Assistant Secretary of State for Near Eastern* South Asian, 

and African Affairs; Charles E. Bohlen, Counselor of the Department of State and member of the 

Senior Staff, National Security Council; Robert P. Joyce, Policy Planning Staff, Department of 

State. 
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It had no roots and would "pass and its leaders fall as soon as it is demonstrated that their 
policies have brought Iran to the brink of ruin. 1 ' 48 

(U) More specifically, American officials feared that a British failure to 
compromise with Mossadeq would enable him to whip up Iran's virulent nationalism 
further, with potentially disastrous results* The West might well lose so much of its 
influence that it could not stop Tehran from moving the Soviet orbit Or the Iranian 
political situation could simply descend into chaos, in which case the Soviet-backed 
Tudeh — Iran's best organized, best financed, and most effective political organization — 
would be ready to fill the vacuum. In the State Department's view, such developments 
would jeopardize the security and stability of the entire Middle East, would serve notice 
that the West could not preserve the independence of important Third World states, and 
could deprive the West not only of Iran's oil but ultimately that of its Arab neighbors as 
well/0 

(U) In contrast, the British regarded Iran as basically a conservative country that 
would not seek Soviet help nor collapse internally if London held out for the kind of oil 
settlement it wanted The British also feared that a "bad" settlement (one not on their 
terms) would severely diminish their global political and economic power, already ' 
starting to decline with the post-World War II emergence of independence movements in 
much of the:Britishjejnpire. 50 

(U),The pnjy suggestion for resolving these differences offered in the State 
Departments i j(n^rnW A memorandum further consultation to determine the "political, 
military, economic, and psychological effects of the loss of Iran to the west as balanced 
against the political and economic effects of an agreement with the Iranians on the oil 
situation which might prejudice other concessions elsewhere and diminish British 
prestige throughout the world." The memorandum concluded that unless the US and 
United Kingdom agreed on the importance to the West of an independent Iran, there was 
little chance the two would be able to forge a common policy* 5 * 

(U) Eleven months later the National Security Council set forth basic US policy 
toward Iran. NSC 136/1 emphasized that the United States was committed to preventing 
Iran from falling under communist control and that Iran's strategic position, its oil, and its 
vulnerability to Soviet political subversion or military attack made it a tempting target for 
Soviet expansion. If the Tudeh Party seized or attempted to seize control of the Iranian r 
government, the document argued, the United States should, in conjunction with the 
British, be ready to support a non-communist Iranian government militarily, 
economically, diplomatically, and psychologically. 52 



4 «(U) Ibid. 

49 (U) Ibid. The State Department memorandum noted that American influence was waning daily 

as more and more Iranians identified the United States with British interests. The State 

Department assessed British influence as negligible. 

50 (U)IbtcL 

51 (U) Ibid. 

52 (U) United States, Department of State, Foreign Relations of the United States 1952-1954, Vol 

X, Iran /95/-/95<^ashington, D.C: U? -~ — nt Printing Office, 1989), pp. 529-34, 
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(U) President Truman's and Secretary Acheson's policy of encouraging the parties 
to reach an equitable oil settlement had reached a dead end. Neither the British nor 
Mossadeq appeared willing to back off from their publicly stated positions, which each by 
this time held with something approaching religious fervor. To London's relief, the new 
US administration abandoned the search for a negotiated end to the crisis. Perhaps now, 
the British hoped, Washington would finally begin to see Mossadeq as the demagogue 
Londo n though t he was a nd take ap propriate action, ^ 



• j 

(D) AJsO 1ft Marcli iy.>3, Slate Department othcials and HfiUSH foreigmvnnister 
Anthony Eden met to discuss the Iranian situation. Eden found the Americans much 
more receptive to the British viewpoint than they had been under Truman and Acheson. 
The collapse of the Anglo-Iranian oil negotiations had changed the Americans' attitude; 
Washington »6w xtofisidered Mossadeq a source of instability and feared that his 

rnnriftjiftd iMflftf'\ftiftteiA fl Tndfth coup. „• 



" (\J) The UmtedStates suspected tne obviets or uying tdlaEe advantage of the 
deteriorating situation in Iran. In the US view, Soviet leaders undoubtedly saw • ' '-i':< 1 
Mossadeq's troubles as a diplomatic opening, and if he wanted to try to play Moscow ' 
against Washington, the Soviets would let him. The Kremlin would help him. The ' 
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Chapter 5 
(U) Aftermath 



only eight more days. President Eisenhower apparently had already made the decision to 
oust the Iranian Prime Minister. 

(U) Mossadeq's Successor: Ayatollah Kashani or Fazlollah Zahedi? 

(U) At this point, there was no consensus on who should replace Mossadeq. US . 
officials briefly considered backing Ayatollah Kashani, the former Mossadeq ally, \yho 
had a large following and hadbecome a s trideitf opponent of the Pri me Minist er! 

t - - - _ 



j 

~(U) Opinion"graaually r settled on General fazlollah Zahedi as Mossadeq's 
successor, Zahedi had served as an irregular soldier under the Shah's father, Reza Shah, 
in 1915 and subsequently rose through die ranks of the Iranian Army, In 1942 (he British 
arrested him for his activities under Nazi agent Franz Mayer and deported him to 
Palestine. Zahedi worked for the Germans because of his anti-British views; he was not 
generally thought to be pro-Nazi. The British released him on VE Day in 1945, Zahedi 
retired from the army in 1949 and subsequently served ina series of mostly honorary 
posts. Jjkwas Minister of thg Interior injie e^rly 1 95Q rj 
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(U) General Zahedi half-entered the plane and kissed the Shah's knee, then 
backed from the door to allow the 34-year-old Emperor to descend. The Shah 
wore the gold-braided blue gray uniform of the Air Force Commander in Chief 
that had been specially flown to Baghdad for his return. His eyes were moist and 
his mouth was set in an effort to control his emotions. 58 

The Mossadeq era was over. 59 
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wanted with a minimum of cost and attention. If such an operation went sour, 
Washington could disavow any knowledge or connection* 



\v) Available documents do not indicate who authorized CIA. to begin planning 
the operation, but it almost certainly was President Eisenhower himself. Eisenhower 
biographer Stephen Ambrose has written that the absence of documentation reflected the 
President's style: 

* 
(U) Before going into the operation, Ajax had to have (he approval of the 
President Eisenhower participated in none of the meetings that set up Ajax; he . 
received only oral reports on the plan; and he did not discuss it with his Cabinet 
or the NSC- /Establishing a pattern he would hold to throughout his Presidency, 
he kept his distance and left no documents behind that could implicate the 
President in any projected coup. But in the privacy of the Oval Office, over 
cocktails, he was kept informed by Foster Dulles, and he maintained a tight 
control over the activities of the CIA. 69 



W (U) Stephen E. Ambrose, Eisenhower, vol. 2, The President (New York: Simon and Schuster, 
1984), p. 1 11. Ambrose repeats this paragraph verbatim in Eisenhower: Soldier and President 
(New York: Simon and Schuster, 1990), p. 333. 
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Chapter 32 
(U) Planning the Operation 






(U) r-Kermit "Kim" Roosevelt, grandson of President Theodore Roosevelt, was 
the chief of NEA Division. hcnded the Division, * 

_A 1938 Harvard graduate, Roosevelt h ad embarked on a scholarly career 

teaching government to undergraduates — -first at H arvard an d then at the California 
Institute of Technology. He joined the Office of Strategic Services (OSSXduring World 
War II and w orked for the chief of the o rganization 1 s Secret Intelligence Branch in the 
Near East. After the war he compiled the official OSS war report and then returned to the 
Middle East a s a writer for the Saturday Evening Post 2 I n 1947 h e published Arabs. Oil 
and History: The Story of the Middle East? CM. Woodhouse of MI5 wrote in his 
memoirs that Roosevelt "had a natural inclination for bold and imaginative action, and 
also a friendly sympathy with the British." 4 



* (U) The name went through several permutations before settling on Near East and Africa 
Division. 

2qj | Burton Hersh. The Old Boys: The American Elite and the Orieins of the CIA (New York: 
Charles Scribner's Sons. 1992). p. 331: G. J.A. OToole. Honorable Treachery: A History of U.S. 
Intellizence. Espionage, and Covert Action from the American Revolution to the CIA (New York: 
The Atlantic Monthly Press. 1991). p. 458: Who's Who. 1964-65. 

2flJ ) Kermit Roosevelt. Arabs. Oil and History: The Story of the Middle East (Port Washington. 
NY: Kennikat Rress H947I 1969). 

4 CM. Woodhouse, Something Ventured (London: Granada, 1982), p. 120. 



(U) The broadcast in the afternoon of 19 August was confused and chaotic, but 
there was no doubt that pro-Shah forces had captured and were controlling Radio Tehran. 
The first indication came when the announcer said, "The people of Tehran have risen 
today and occupied all the government offices, and I am able to talk to you all through the 
help of the armed forces* The government of Mossadeq is a government of rebellion and 
has fallen/' 41 Seven minutes later, amid much confusion and shouting on the air, a Col* 
Ali Pahlavon said, 

(U) Oh people of the cities, be wide awake. The government of 
Mossadeq has been defeated. My dear compatriots, listen! I am one of 
the soldiers and one of the devotees of this country. Oh officers, a 
number of traitors, like Hoseyn Fatemi, wants to sell out the country to 
the foreigners. 

(U) My dear compatriots, today the Iranian royalists have 
defeated the demagogue government by which Fatemi was ruling. The 
Iranian nation, officers, army,, and the police have taken the situation in 
their hands. 

(U) Premier Zahedi will assume his post There is no place for 
anxiety. Keep tranquil 42 

(U) The broadcast stopped. After seven minutes it continued with a woman shouting, 

(U) Oh people of Iran, let the Iranian nation prove that the 
foreigners cannot capture this country! Iraniansloye the King. Oh 
tribes of Iran, Mossadeq is ruling over your country without your 
knowledge, sending your country to the government of the hammer and 
sickle 43 

(U) A major from the Iranian army said that he was an infantry officer "retired by 
Mossadeq, the traitor. We proved to the world that the Iranian anny is the protector of 
this country and is under the command of the Shah/* Much confusion followed, after 
which Radio Tehran played the national anthem and then went off the air. 44 



41 (U) Intercept from Tehran Iranian Home Service, 19 August 1953, 1200 GMT, Records of the 

Directorate of Operations, lob 79^01228A, Box 11, Folder 14, ARC 

42 (U) Intercept from Tehran Iranian Home Service, 19 August 1953, 1207 GMT, Records of the 

Directorate of Operations, Job 79-01228A, Box 11, Folder 14, ARC 

43 (U) Intercept from Tehran Iranian Home Service, 19 August 1953, 1214 GMT, Records of the 

Directorate of Operations, Job 79-01228A, Box 11, Folder 14, ARC 

^(U) Ibid Radio Tehran went off the air at 1222 GMT. 
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(U) At this point, members of Iranian Zuhrkhaneh (exercise clubs) — weightlifters, 
wrestlers, and acrobats — appeared at the head of the crowd. Their involvement was 
almost certainly the woifc of the Rashidian brothers and was a brilliant stroke that showed 
a profound understanding of Iranian psychology. 

(U) Iranians idolize acrobats and weightlifters in the same way that many 
Americans idolize baseball, basketball, or football players. The sight of these men 
tumbling or exercising in unison with dumbbells drew a crowd in an astonishingly short 
time. Moreover, the country's most famous athlete, Shaban "Bi Mohk" (Shaban '^the 
Brainless") Jaffari, was in the lead and began chanting pro-Shah slogans* The effect was 
electrify — ^ 



(U) The swelling crowd headed for the offices of the pro-Mossadeq and anti- 
American newspaper, Bakhtar Emruz. Security forces watched passively as the crowd 
demolished the newspaper's office. By 1000 the crowd was headed for Mossadeq's 
residence at 109 Kakh (Palace) Street, which was ringed with tanks and troops loyal to 
the Prime Minister. 

(U) The troops guarding the residence were unsure of what was happening. When 
confronted with the large, angry crowd, some of the soldiers opened fire. The fighting 
escalated as pro-Shah troops returned fire. Mossadeq climbed over the wall surrounding 
his hou.^. and weaned 
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(U) TEXT BOX: "A Terrible, Terrible Coincidence" in Rome 

(U) When the Shah arrived in Rome on 18 August, CIA faced a potential disaster. 
By coincidence, DCI Allen Dulles was there on vacation. When the Shah checked into the 
Excelsior Hotel, Dulles was standing next to him trying to do the same thing. 

(U) John Waller remembers that he got a call from Frank Wisner between 0200 
and 0300. Wisner was agitated. "He *s gone to Rome, " Wisner told Waller. "A terrible, 
terrible coincidence occurred. Can you guess what it is? " Waller could not 

(U) "Well, " Wisner continued, "he went to the Excelsior Hotel to book a room 
with his bride, and the pilot, there were only three of them, and he was crossing the street 
on his way into the hotel Guess, . . . can you tell me, I don't want to say it over the 
phone, can you imagine what may have happened? Think of the worst thing you can think 
of that happened" 

(U) Waller said, "He was hit by a cab and killed. " 

(U) "No, no, no, no, " Wisner responded impatiently, by this time almost wild with 
excitement. "Well, John, maybe you don V know, that Dulles had decided to extend his 
vacation by going to Rome. Now can you imagine what happened? " 

(U) Waller answered, "Dulles hit him with his car and killed hinu " 

(U) Wisner did not think it wasjunny. "They both showed up at the reception 
desk at the Excelsior at the very same moment And Dulles had to say, 'After you, your 
Majesty.'" 2 * 

(U) The meeting between Dulles and the Shah was completely fortuitous but 
fraught with embarrassment for the US Government and CIA had the news media learned 
of it They did not, so the incident passed unnoticed. Wisner 's reaction strongly suggests 
that the meeting was coincidental. It was unlikely that he would have called Waller at 
0200 in a panic and revealed sensitive information over an open telephone line if there 
had been a plan for the DCI to meet the Shah in Rome. 2<s 



26 (U) In writing of this incident in Gentleman Spy: The Life of Allen Dulles, Peter Grose says 
that "Of all the conspiracy theories that later swirled around the personage of Allen Dulles, none 
has made a convincing case to accommodate this unfortunate proximity/' Peter Grose, 
Gentleman Spy: the Life of Allen Dulles (Boston: Houghton Mifflin, 1994), p. 367. 
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comply with his orders with a sense of relief and with the hope of attaining a state of 
stability/* 28 

(U) Mossadeq, through Army Chief of Staff General Riahi, a Mossadeq loyalist, 
actually controlled the Army. Iranian officers considered legal — and would obey — any 
order of the Shah coming from the Chief of Staff. The officer corps considered the 
Shah's silence about the Chief of Staffs actions as implied consent. Failure to follow 
orders even under these conditions was tantamount to treason. The American military 
attaches concluded that if the Shah opposed the Chief of Staff, or if the Chief of Staff 
with the Shah's support opposed the Prime Minister, Mossadeq 1 s control of the Army 
would evaporate 29 

C 



28 (U) Ibid. 
29 (U) Ibid. 
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^(U) Schwarzkopf was the father of the American general of the same name who led US and 
Coalition forces in the 1991 Gulf war against Iraq. 
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Chapter 4 
(U) Victory 



(U) Sunday 16 August: Roosevelt and the Station Regroup 

(U) Roosevelt knew he held at least two powerful cards in the Shah's firmans. 
Although Zahedi was hiding from Mossadeq, under the Iranian Constitution he was the 
legal Prime Minister of Iran and Mossadeq was not Roosevelt was convinced that if he 
could publicize and emphasize that theme, Mossadeq could not retain his illegal grip on 
power for long. 



1(U) Love covered the entire crisis for The New York Times. His reports made the front pages 
of the newspaper from 17-24 August 1953. 






45 (U) Donald N, Wilber, Adventures in the Middle East: Excursions and Incursions (Princeton, 
NJ: Darwin Press, 1986) , p. 189. 



H6 {U) llie Shari'a is Islamic religious law, intended to guide all aspects of social activity. See, 
William (X Beeman, "Patterns of Religion and Economic Development in Iran from the Qajar 
Era to the,Islamic Revolution of 1978-79," in Gobal Economics and Religion, ed James Finn 
(New Brunswick, NJ: Rutgers University Press, 1983), p* 78. 
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arrested, 43 Fatemi made several violent speeches virulently attacking the Shah and 
ordered the monarch's statutes in Tehran torn down. 44 
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39 In his memoirs, the Shah said: 

However, following a pre-arranged plan, the Queen and I had left Tehran 
before learning of the revolution's success* It had been decided weeks 
before that if Mossadegh should use force to resist his deposition, we 
would temporarily leave the country. I had decided upon this move 
because I believed that it would force Mossadegh and his henchmen to 
show their real allegiances, and that thereby it would help crystallize 
Persian public opinion, 

Mohammed Reza Pahlavi, Mission for My Country (London: Hutchinson & Co., 1961), p. 104, 



51 



jy {Si) H.W. Brands, Inside the Cold War: Lay Henderson and the Rise of the American Empire 
1918-61 (New York: Oxford University Press, 1991), p. 282. 
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33 (U) Ibid* (S), Wisner's idea of (he "public" probably was narrow. Most Americans did not 
read The New York Times and could not have told him whether Iran was in the Middle East, 
South America, or North Carolina. 
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(U) Manucher Fannanfarmaian, a member of the Iranian nobility, was present 
when Nassiri brought the documents to the Shah and relates in his memoirs the 
circumstances of this historic event One afternoon the Shah was relaxing outside with a 
circle of friends, A butler approached and whispered into the Shah's ear, and the Shah 
replied loudly, "Tell him to come in " A man in a dark suit whom Farmanfannaian did 
not recognize appeared from behind some trees and, after a few words with the Shah, 
presented him with a document The Shah asked if anyone had a pen; Fannanfarmaian 
offered his. After signing the document, the Shah noted that the pen would be worth 
much more now that he'd used it to sign the paper. U A fortune?" Fannanfarmaian joked. 
"Perhaps," the monarch replied. "Perhaps it will bring us all luck as well/ 1 
Fannanfarmaian writes that he "found out later that the messenger had been sent by 
Kermit Roosevelt and the document the Shah had signed appointed General Zahedi prime 
minister.'* 28 



^(U) Nassiri later became the head of SAVAK, In 1978, former Agency officer Miles Copeland 
met General Nassiri to discuss Ay atollah Khomeini and the deteriorating situation in Iran, 
Copeland found Nassiri "even stupider than Kim [Roosevelt] said he f d be." The General regaled 
Copeland with "fairly bloodthirsty details of how he could have put an end to the demonstrations 
within a week if only the Shah had given him ftee rein." Miles Copeland, The Game Player; 
r'aftfpffviatts afth* rr\'s original political operative (London; Aurum Press, 1989), p. 251. 

28 (U) Manucher Fannanfarmaian and Roxane Farmanfannaian, Blood and Oil: Memoirs of a 
Persian Prince (New York: Random House, 1997), p. 292. Farmanfannaian says that the Shah 
signed the firman on a Sunday in the second week of August. This cannot be correct, for the 
firman was not signed until 13 August The second Sunday in August was the ninth, and the 
*bkd Sundav was the sixteenth. 
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(U) Securing the Firmans 

(U) The first phase of the operation began on 15 July 1953, when Asadollah 
Rashidian went to the French Riviera to meet Princess Asfaraf He explained to her that 
Mossadeq posed a continuing danger for Iran and that she should convince her brother to 
dismiss him. She was unehthusiastic. 



w; i no r rmcess also was convinced that Mossadeq would do whatever he could 
to prevent her return. She had already written to the Prime Minister three times, saying 
that she wanted to come back to Iran because she could no longer afford to live in Europe, 
When she saw, with some prompting, that a surreptitious visit to the Shah might improve 
her chances of returning home permanently, she began to warm to the idea. 




(U) r rmcess /\snraT aiitveu in ienran on ZD July lyDj and met wnh ner brother 
four days later. She was unable to convince him to sign the firmans and left Tehran the 
following day. 
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At an NSC meeting in early 1953, President Dwight Eisenhower said 
"it was a matter of great distress to him that we seemed unable to get 
some of these down-trodden countries to like us instead of hating 
us."1 The problem has likewise distressed all administrations since, 
and is emerging as the core conundrum of American policy in Iraq. In 
All the Shah's Men, Stephen Kinzer of the New York Times suggests 
that the explanation may lie next door in Iran, where the CIA carried 
out its first successful regime-change operation over half a century 
ago. The target was not an oppressive Soviet puppet but a 
democratically elected government whose populist ideology and 
nationalist fervor threatened Western economic and geopolitical 
interests. The CIA's covert intervention — codenamed TPAJAX — 
preserved the Shah's power and protected Western control of a 
hugely lucrative oil infrastructure. It also transformed a turbulent 
constitutional monarchy into an absolutist kingship and induced a 
succession of unintended consequences at least as far ahead as the 
Islamic revolution of 1979 — and, Kinzer argues in his breezily written, 
well-researched popular history, perhaps to today. 

British colonialism faced its last stand in 1951 when the Iranian 
parliament nationalized the sprawling Anglo-Iranian Oil Company 
(AIOC) after London refused to modify the firm's exploitative 
concession. "[B]y a series of insensate actions," the British replied 
with prideful stubbornness, "the Iranian Government is causing a 
great enterprise, the proper functioning of which is of immense 
benefit not only to the United Kingdom and Iran but to the whole free 
world, to grind to a stop. Unless this is promptly checked, the whole 
of the free world will be much poorer and weaker, including the 
deluded Iranian people themselves. "2 Of that attitude, Dean 



Acheson, the secretary of state at the time, later wrote: "Never had 
so few lost so much so stupidly and so fast."3 But the two sides were 
talking past each other. The Iranian prime minister, Mohammed 
Mossadeq, was "a visionary, a Utopian, [and] a millenarian" who 
hated the British, writes Kinzer. "You do not know how crafty they 
are," Mossadeq told an American envoy sent to broker the impasse. 
"You do not know how evil they are. You do not know how they sully 
everything they touch. "4 

The Truman administration resisted the efforts of some British arch- 
colonialists to use gunboat diplomacy, but elections in the United 
Kingdom and the United States in 1951 and 1952 tipped the scales 
decisively toward intervention. After the loss of India, Britain's new 
prime minster, Winston Churchill, was committed to stopping his 
country's empire from unraveling further. Eisenhower and his 
secretary of state, John Foster Dulles, were dedicated to rolling back 
communism and defending democratic governments threatened by 
Moscow's machinations. In Iran's case, with diplomacy having failed 
and a military incursion infeasible (the Korean War was underway), 
they decided to take care of "that madman Mossadeq"5 through a 
covert action under the supervision of the secretary of state's brother, 
Director of Central Intelligence (DCI) Allen Dulles.6 (Oddly, 
considering the current scholarly consensus that Eisenhower was in 
masterful control of his administration, Kinzer depicts him as beguiled 
by a moralistic John Foster and a cynical Allen.) Directing the 
operation was the CIA's charming and resourceful man in Tehran, 
Kermit Roosevelt, an OSS veteran, Arabist, chief of Middle East 
operations, and inheritor of some of his grandfather Theodore's love 
of adventure. 

The CIA's immediate target was Mossadeq, whom the Shah had 
picked to run the government just before the parliament voted to 
nationalize the AIOC. A royal-blooded eccentric given to melodrama 
and hypochondria, Mossadeq often wept during speeches, had fits 
and swoons, and conducted affairs of state from bed wearing wool 
pajamas. During his visit to the United States in October 1951 , 
Newsweek labeled him the "Fainting Fanatic" but also observed that, 
although most Westerners at first dismissed him as "feeble, senile, 
and probably a lunatic," many came to regard him as "an immensely 
shrewd old man with an iron will and a flair for self-dramatization. "7 
Time recognized his impact on world events by naming him its "Man 



of the Year" in 1951. 

Mossadeq is Kinzer's paladin — in contrast to the schemers he finds in 
the White House and Whitehall — but the author does subject him to 
sharp criticism. He points out, for example, that Mossadeq's ideology 
blinded him to opportunities to benefit both himself and the Iranian 
people: "The single-mindedness with which he pursued his campaign 
against [the AIOC] made it impossible for him to compromise when 
he could and should have. "8 In addition, Mossadeq failed at a basic 
test of statecraft — trying to understand other leaders' perspectives on 
the world. By ignoring the anticommunist basis of US policy, he 
wrenched the dispute with the AIOC out of its Cold War context and 
saw it only from his parochial nationalist viewpoint. Lastly, 
Mossadeq's naivete about communist tactics led him to ignore the 
Tudeh Party's efforts to penetrate and control Iranian institutions. He 
seemed almost blithely unaware that pro-Soviet communists had 
taken advantage of democratic systems to seize power in parts of 
Eastern Europe. By not reining in Iran's communists, he fell on 
Washington's enemies list. Kinzer throws this fair-minded 
assessment off kilter, however, with a superfluous epilogue about his 
pilgrimage to Mossadeq's hometown. Intended to be evocative, the 
chapter sounds maudlin and contributes little to either an 
understanding of the coup or Kinzer's speculations about its 
relevance today. 

Kinzer is at his journalistic best when — drawing on published 
sources, declassified documents, interviews, and a bootleg copy of a 
secret Agency history of the operation9 — he reconstructs the day-to- 
day running of TPAJAX. The plan comprised propaganda, 
provocations, demonstrations, and bribery, and employed agents of 
influence, "false flag" operatives, dissident military leaders, and paid 
protestors. The measure of success seemed easy enough to 
gauge — "[a]ll that really mattered was that Tehran be in turmoil," 
writes Kinzer. The design, which looked good on paper, failed on its 
first try, however, and succeeded largely through happenstance and 
Roosevelt's nimble improvisations. No matter how meticulously 
scripted a covert action may be, the "fog of war" affects it as readily 
as military forces on a battlefield. Roosevelt may have known that 
already — he and his confreres chose as the project's unofficial 
anthem a song from the musical Guys and Dolls: "Luck Be a Lady 
Tonight."10 



TPAJAX had its surreal and offbeat moments. Kinzer describes 
Roosevelt calmly lunching at a colleague's house in the embassy 
compound while "[o]utside, Tehran was in upheaval. Cheers and 
rhythmic chants echoed through the air, punctuated by the sound of 
gunfire and exploding mortar shells. Squads of soldiers and police 
surged past the embassy gate every few minutes. Yet Roosevelt's 
host and his wife were paragons of discretion, asking not a single 
question about what was happening." To set the right mood just 
before Washington's chosen coup leader, a senior army general 
named Fazlollah Zahedi, spoke to the nation on the radio, US officials 
decided to broadcast some military music. Someone found an 
appropriate-looking record in the embassy library and put on the first 
song; to everyone's embarrassment, it was "The Star-Spangled 
Banner." A less politically discordant tune was quickly played, and 
then Zahedi took the microphone to declare himself "the lawful prime 
minister by the Shah's order." Mossadeq was sentenced to prison 
and then lifetime internal exile. 1 1 

The Shah — who reluctantly signed the decrees removing Mossadeq 
from office and installing Zahedi, thereby giving the coup a 
constitutional patina — had fled Iran during the crucial latter days of 
the operation. When he heard of the successful outcome from his 
refuge in Rome, he leapt to his feet and cried out, "I knew it! They 
love me!"12 That serious misreading of his subjects' feeling toward 
him showed that he was out of touch already. Seated again on the 
Peacock Throne, the insecure and vain Shah forsook the opportunity 
to introduce constitutional reforms that had been on the Iranian 
people's minds for decades. Instead, he became a staunch pro- 
Western satrap with grandiose pretensions. He forced the country 
into the 20th century economically and socially but ruled like a pre- 
modern despot, leaving the mosques as the only outlet for dissent. 
Although the next 25 years of stability that he imposed brought the 
United States an intelligence payoff the price was dependence on 
local liaison for information about internal developments. The 
intelligence gap steadily widened, and Washington was caught by 
surprise when the Khomeini-inspired Islamist revolution occurred in 
February 1979. 

That takeover, according to Kinzer, links the 51 -year-old coup with 
recent and current terrorism. 



With their devotion to radical Islam and their eagerness to embrace 
even the most horrific kinds of violence, Iran's revolutionary leaders 
became heroes to fanatics in many countries. Among those who 
were inspired by their example were Afghans who founded the 
Taliban, led it to power in Kabul, and gave Osama bin-Laden the 
base from which he launched devastating terror attacks. It is not far- 
fetched to draw a line from Operation Ajax through the Shah's 
repressive regime and the Islamic Revolution to the fireballs that 
engulfed the World Trade Center in New York. 13 

This conclusion, however, requires too many historical jumps, 
exculpates several presidents who might have pressured the Shah to 
institute reforms, and overlooks conflicts between the Shia theocracy 
in Tehran and Sunni extremists in Saudi Arabia, Afghanistan, and 
elsewhere. 

Kinzer would have been better off making a less sweeping judgment: 
that TPAJAX got the CIA into the regime-change business for good — 
similar efforts would soon follow in Guatemala, Indonesia, and 
Cuba — but that the Agency has had little success at that enterprise, 
while bringing itself and the United States more political ill will, and 
breeding more untoward results, than any other of its activities. 14 
Most of the CIA's acknowledged efforts of this sort have shown that 
Washington has been more interested in strongman rule in the 
Middle East and elsewhere than in encouraging democracy. The 
result is a credibility problem that accompanied American troops into 
Iraq and continues to plague them as the United States prepares to 
hand over sovereignty to local authorities. All the Shah's Men helps 
clarify why, when many Iraqis heard President George Bush concede 
that "[sjixty years of Western nations excusing and accommodating 
the lack of freedom in the Middle East did nothing to make us 
safe, "15 they may have reacted with more than a little skepticism. 
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Chapter 9 

OVERSIGHT OF COVERT ACTION 



This chapter covers Congress's awareness of, and involvement in, the third 
of the Agency's functional areas: what has come to be called "covert action." 
Generally speaking, covert actions are activities that the CIA might undertake 
in other countries to accomplish a US foreign policy objective without the 
hand of the US government becoming known or apparent to the outside world. 
Thus, it is something different from "collection": it is doing something in 
another country beyond merely gathering information. The Agency might use 
the same people for both kinds of activity, but functionally, the Agency and 
the Congress have treated these roles differently. 

As noted earlier in this study, covert action was not a role that Congress 
specifically contemplated for the Agency when it was created. But it came 
along soon thereafter and, judging from the resources Congress made avail- 
able for it in the early years of the Agency's existence (see chapter 6), was 
wholeheartedly embraced by the Agency's overseers on Capitol Hill. That his- 
tory will not be repeated here; instead this chapter will focus on what hap- 
pened afterwards. 

Like the two previous chapters, this chapter will identify the issues and con- 
cerns that have motivated Congress to engage with the Agency over this par- 
ticular function, apart from the necessity to appropriate resources for it each 
year. To illustrate these issues and concerns, only covert actions that have 
been previously disclosed to the public will be cited. Lest readers think they 
are being shortchanged, however, these include the operations that, from an 
historical perspective, have been the largest and arguably the most significant 
of those undertaken during the period covered by the study. 



Congressional Awareness and Involvement from 
1948 until the Bay of Pigs 

Documentation bearing upon Congress's awareness of covert action during 
the early period of CIA's existence is extremely sparse, both at the Agency 
itself and, judging from Barrett's book, in the records of the legislators 
involved in the Agency's affairs. As noted in chapter 6, several of the leaders 
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of the CIA subcommittees were briefed in 1948 in advance of the Agency's 
initial foray into covert action: support for the noncommunist parties vying for 
electoral office in Italy. 1 From 1948 until the spring of 1961, when the Bay of 
Pigs operation was in the offing, no documentary evidence has thus far been 
found that establishes beyond doubt that the CIA subcommittees were for- 
mally briefed on specific operations, either in advance or after the fact. 

Yet, from what is known about the way the system operated during these 
early years, one can reasonably assume this happened informally with some 
regularity. Certainly the CIA subcommittees were aware of the kinds of things 
the Agency was doing around the world, and it is probable that DCIs advised 
at least their leaders of specific operations, especially if they had attracted 
public attention. 

It is instructive to note that during this early period Congress identified 
covert action in its own budget documents under the rubric "Cold War activi- 
ties." Clearly, covert action was viewed as part of the nation's Cold War arse- 
nal to do battle against the forces of communism. Congress was fully aware 
that the Soviet Union, as a matter of doctrine and practice, was aggressively 
trying to establish and promote communist regimes around the globe using 
overt as well as covert means. The United States needed a means of counter- 
ing these efforts — beyond diplomacy but short of military action — and the 
CIA, given its clandestine mode of operating abroad, seemed to Congress to 
be the natural candidate for such a mission. Indeed, as Barrett later found, 
senior members repeatedly implored early DCIs to do more of it. 2 

Many of the covert actions in the early period were efforts to get the US 
message across in places it was not being heard. Often the aim was simply to 
tout US foreign policy or the virtues of democratic societies; at other times it 
was to criticize communist regimes or organizations in order to create internal 
problems for them or stir international sentiment against them. Getting articles 
or political commentary placed in the news media of particular countries was 
a staple of the effort, as was assisting with the publication abroad of books, 
periodicals, and brochures favorable to the US point of view. The Agency was 
also behind the broadcasts into denied areas carried out by Radio Free Europe 
and Radio Liberty. In fact, Barrett, citing an interview with Walter Pforzhe- 
imer, leaves no doubt that the CIA subcommittees received accounts of such 
programs. 3 



1 Barrett, CIA and Congress, 29-31. 

2 Ibid, 96-99 

3 Ibid., 99-103 
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In various places, the Agency would also see opportunities to keep commu- 
nists from coming to power or ways to undermine them where they already 
held power. This might take the form of providing money or other assistance 
to noncommunists in democratic countries who were vying for power or try- 
ing to cling to power against communist opponents. Or it might entail helping 
dissidents in communist countries resist or stir up problems for the regime in 
power. It might also involve struggles for the control of international organiza- 
tions aimed at keeping communists on the sidelines. The CIA subcommittees 
also knew the Agency was involved in this kind of thing. 4 

They were also aware that the Agency undertook covert action of various 
kinds in support of US military deployments overseas, notably in Korea in the 
early 1950s. 5 

On occasion, though, during the Eisenhower administration, the Agency 
was directed to undertake something qualitatively different: a clandestine 
effort to overthrow — by force or by inciting popular resistance against — a 
communist government or a government (even one that had been popularly 
elected) that was perceived as falling to the communists. Obviously such 
operations raised more serious political and ethical issues and usually required 
different, more substantial forms of assistance. They might require significant 
outlays of cash, the provision of military equipment; the training of paramili- 
tary forces, or acts of sabotage and physical violence, perhaps even leading to 
the death of a foreign leader. The extent to which the CIA subcommittees per- 
ceived the Agency was being directed to undertake this kind of operation is 
less clear. 

Several such operations were mounted during the Eisenhower administra- 
tion: in Iran in 1953, in Guatemala in 1954, and in Indonesia in 1957. But 
there is no documentary evidence showing that any of the CIA subcommittees 
were consulted about these operations, either before or after they occurred. 
Given the circumstances surrounding them, however, one might reasonably 
conclude that at least the leaders of the Agency's subcommittees were told 
about them after-the-fact. 

The operation in Iran, codenamed TPAJAX, was prompted largely by Brit- 
ish concerns conveyed to President Eisenhower soon after he took office in 
1953, that Iran soon might fall into communist hands. 6 Two years earlier In 
1951, the Iranian government, led by its 69-year-old nationalist prime minister, 
Mohammed Mossadegh, had nationalized the Anglo-Iranian Oil Company, 



4 Ibid. 

5 Ibid. 

6 For a detailed account of the background and conduct of the operation, see Kinzer, All the Shah 's 
Men. 
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which was supplying 90 percent of Europe's petroleum. The British govern- 
ment, a majority shareholder in the company, was infuriated and began looking 
at ways, including military action, to topple the Mossadegh government. Mos- 
sadegh got wind of the plotting, however, and closed the British embassy and 
expelled British citizens from the country. Without a base of operations in Iran, 
the British turned to President Truman. Although worried about Iran falling 
into Soviet hands, Truman vetoed the idea of military action against Iran and 
was unsympathetic to the idea of a coup. CIA had never overthrown a govern- 
ment, he reportedly told the British, and he did not want to establish such a 
precedent here. 7 Truman had met Mossadegh when he visited Washington in 
1951 — Mossadegh had been named Time magazine's Man of the Year that 
year — and was not unsympathetic to the nationalist movement he led in Iran. 

When the Eisenhower came to office, however, the British found a more 
sympathetic ear. By this point, there was growing dissatisfaction with Mos- 
sadegh inside Iran among those who wished to return control of the country to 
the monarch. Moreover, his relationship with the Soviet Union seemed to be 
growing closer, and the communist Tudeh party had gained strength and had 
largely aligned itself with Mossadegh. DCI Dulles and others warned Eisen- 
hower in the spring of 1953 that the Iranian government was in danger of col- 
lapse, potentially giving the Soviets an opportunity to seize control. On the 
basis of these concerns, Eisenhower approved, with apparent reluctance, a 
covert effort to overthrow Mossadegh. 

This came about a few months later, in August 1953, after further US diplo- 
matic efforts to compromise the oil issue with the British government had 
failed. The operation was orchestrated largely by a single CIA officer sent to 
the scene — Kermit Roosevelt, grandson of Theodore Roosevelt. After securing 
the approval of the Shah of Iran, Mohammed Reza Pahlavi, for the coup — the 
Shah also agreed to sign a decree dismissing Mossadegh that was to provide it 
legitimacy — Roosevelt set about to create a situation in which the coup could 
occur. Using a network of contacts left behind by British intelligence and the 
Agency's own assets, he mounted an intensive propaganda campaign against 
Mossadegh, spurring demonstrations and protests across the country. When the 
time came to oust the prime minister, however, the effort faltered. Mossadegh 
had gotten wind of the coup and had the Iranian military officer who was to 
deliver the decree dismissing him arrested. The shah fled the country, fearing 
for his safety, and Mossadegh thought he had put at end to the coup. 

Roosevelt tried again a few days later, however, first organizing violent 
"fake" demonstrations against the monarchy, which were in fact, joined by 



' Ibid., 3, 209. 
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members of the Tudeh party; then organizing "backlash" demonstrations in 
support of the Shah. As these played out, the Iranian military units, police, and 
rural tribesmen under Roosevelt's control were able to overcome the limited 
military forces that Mossadegh could muster. Mossadegh was arrested, and 
the Shah returned to Teheran to take control. 

The New York Times portrayed the coup as an effort by Iranians loyal to the 
Shah to return him to power. The role of the CIA was not mentioned. 8 In 
another article published the same day, however, the Times reported that the 
Soviet newspaper, Pravda, had charged that American agents operating 
inside Iran had engineered the coup. 9 This might well have prompted the 
Agency's overseers in Congress to follow up with DCI Dulles, but there is no 
evidence that they did. In all likelihood, the charge, coming as it did from the 
Soviets, was not seen as credible. There were no follow-up stories that imme- 
diately appeared in the American press, nor were there any formal congres- 
sional inquiries. 

Still, the upper reaches of the US security establishment were aware of what 
CIA had managed to pull off — Roosevelt himself had briefed them upon his 
return. One of them, perhaps Dulles himself, might well have confided the 
story to members of his choosing. Moreover, as time passed, the US role in the 
Iranian coup became something of an open secret in Washington. Eisenhower 
himself noted with satisfaction what had taken place in Iran in his 1954 State 
of the Union address, referring to it as one of several "heartening political vic- 
tories [of his administration] . . .won by the forces of stability and freedom." 

In any event, the perceived success of the operation in Iran undoubtedly 
contributed to the administration's decision later in the year to begin planning 
a similar kind of operation in Guatemala. The popularly elected president of 
the country, Jacobo Arbenz, had expropriated the property of several large US 
corporations and had allowed the communist party to gain a substantial foot- 
hold within the country. An NIE published in April 1954 had, in fact, warned 
that "communists now effectively control the political life of Guatemala." 
When CIA learned in May that Arbenz had obtained Soviet-made military 
equipment from Czechoslovakia, it proved too much for Eisenhower, who 
directed CIA to mount an operation to overthrow him. 10 

To carry out the coup, the Agency trained a small group of Guatemalan 
exiles in Honduras, under the leadership of former Guatemalan army colonel, 
Carlos Castillo Armas, and provided them with several aircraft, flown by CIA 



8 New York Times "Royalists Oust Mossadegh; Army Seizes Helm.' 

9 New York Times "Moscow Says US Aided Shah's Coup" 

10 Barrett, CIA and Congress, 160. 
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pilots. When the operation began in June 1954, the small exile force entered 
Guatemala and set up camp near the border. The CIA-provided aircraft carried 
out limited bombing runs and "buzzed" a number of Guatemalan towns and 
cities. At the same time, the Agency began an elaborate deception operation 
with the support of other US entities in Guatemala, using what appeared to be 
radio broadcasts between rebel forces to make it seem that a large invasion 
force was moving toward the capital. On 27 June 1954, the chief of the Guate- 
malan armed forces, COL Carlos Enrique Diaz, met with US Ambassador 
John Peurifoy to plead that it be stopped. In return for the ambassador's assur- 
ance that it would be, Diaz agreed to lead a coup against Arbenz. Upon learn- 
ing this later the same day, Arbenz himself stepped aside, and in the ensuring 
deliberations, the Guatemalan army agreed to accept Armas as the country's 
new president. 

The news accounts of the coup did not mention the Agency's role, although 
it was later alluded to in a column written by James Reston of the New York 
Times. 11 Even without confirmation in the press, however, it is likely that 
many in Congress suspected CIA's involvement and that its subcommittees 
were told. Although he did not have a specific recollection, CIA Legislative 
Counsel Pforzheimer said years later he was "sure the committees were 
informed [of the Guatemalan operation]" and there would have been "no hold- 
ing back on details." 12 

DCI Dulles had earlier informed key members that Arbenz had purchased 
Soviet-made military equipment from Czechoslovakia. This had led to resolu- 
tions being passed overwhelmingly in each House condemning the action and 
urging action by the administration to deal with it. In private channels, the 
pressure coming from key legislators to do something about Arbenz was even 
stronger. 13 

Thus, when the coup actually occurred, it would have been natural for the 
Agency to tell its subcommittees what had happened, but no documentary evi- 
dence of such briefings exists. Barrett writes, however, that he finds it "thor- 
oughly implausible" that the subcommittees did not know something about 
what was happening there, given the congressional interest in Guatemala at 
the time. 14 

In 1957, perceiving that Indonesian President Achmed Sukarno's policy of 
"nonalignment" was, in fact, moving the country toward communism, the 
Eisenhower administration authorized the Agency to provide arms and other 



11 Ibid., 165-67. 

12 Ibid., 168. 

13 Ibid. 

14 Ibid., 162. 
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assistance in response to a request from a group of Indonesian dissidents — 
anticommunists, principally former Army colonels, located on the island of 
Sumatra — who were in open rebellion against the Sukarno government. When 
the group proclaimed its independence in February 1958, however, the central 
government responded with a blockade of the rebel-controlled area and later 
with military force. The Agency continued to provide assistance during this 
period to counter the government's offensive, but by April 1958 the dissidents 
on Sumatra were no longer a viable political or military force. 

Another group of dissidents on the island of Sulawesi, however, continued 
to receive Agency support. This group controlled its own airfield, from which 
CIA- supplied aircraft carried out bombing and strafing runs against the gov- 
ernment forces that had massed against the dissidents. It was during one of 
these runs, on 17 May 1958, that government forces shot down an aircraft 
piloted by an American, Allen L. Pope. Pope survived the crash and later con- 
tended that he was merely a private citizen, an American "soldier of fortune," 
but among his effects discovered in the crash was evidence linking him to the 
CIA. An Indonesian military tribunal convicted Pope and sentenced him to 
death, but the sentence was never carried out. He was released to the United 
States in 1962. In the aftermath of the shootdown, assistance to the dissidents 
was halted, as the Eisenhower administration changed course and began pro- 
viding substantially greater levels of foreign aid to the Sukarno government. 15 

Although there is no documentary evidence that the CIA briefed its sub- 
committees on these operations, Barrett writes that Dulles "almost certainly" 
told the heads of the CIA subcommittees about it. 16 Several weeks before 
Pope's aircraft was shot down, Eisenhower had stated publicly that the United 
States was staying neutral in the Indonesian rebellion. 17 After the shootdown, 
it was apparent to the Congress (and the rest of the world) this was not the 
case. If this were not enough, once the Indonesian government publicly 
charged Pope with working for the CIA — at a press conference it displayed 
the document identifying him as an employee of an Agency proprietary — in 
all likelihood, the leaders of the CIA subcommittees would have been advised. 

In April 1959, Dulles appeared in closed session before the SFRC to dis- 
cuss the escape of the Dalai Lama from Tibet a few weeks earlier. In the 
course of his testimony, not only did Dulles describe the Agency's role in the 
escape but with some specificity also made reference to the assistance the 
Agency had been covertly providing the local Tibetan resistance since the 
Chinese had occupied the country in 1957. 18 While it was unusual if not 
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unprecedented for a DCI to provide this kind of information to a "non-CIA 
committee," there was overwhelming sympathy in Congress at the time for 
the plight of the Tibetans, and, no doubt, Dulles — so often forced to bear the 
brunt of criticism from the SFRC — for once was able to relish its praise. 



The Bay of Pigs: 1961 

As noted earlier, records show that Congress was briefed in advance of the 
Bay of Pigs operation, the first documented instance of prior notice since the 
Agency embarked on its covert action mission in 1948. 

Planning for the operation had begun in the Eisenhower administration. By 
the beginning of 1960, the last year of the Eisenhower presidency, it had 
become clear that Fidel Castro was a committed communist, and Eisenhower 
feared that he might infect the rest of Latin America. To deal with this per- 
ceived threat, the president directed the Agency to come up with a covert plan 
for getting rid of Castro, which he approved in March 1960. It authorized the 
Agency to attempt to unify and strengthen the opposition to Castro outside of 
Cuba, to build a guerrilla organization within the country, to mount a propa- 
ganda campaign against Castro, and to train a paramilitary force outside of 
Cuba to lead an invasion. 

In August 1960, after a diplomatic effort failed to get the Organization of 
American States to intervene in Cuba, the covert action plan took on greater 
urgency. By the late fall, however, the Agency had achieved mixed results. It 
had recruited a paramilitary force of Cuban exiles — including Cuban pilots for 
the aircraft that were to support the ground operation — and trained them in 
Guatemala, but efforts to build a credible guerrilla force within Cuba itself had 
produced relatively little. 

As Barrett notes, many in Congress at the time were urging Eisenhower to 
do something about Castro. 19 While there is no documentation to suggest that 
the administration saw fit to bring Congress into its plans in the fall of 1960, it 
is possible that it did so if only to answer this mounting concern. Dulles, at this 
point, was also still embarrassed by his failure to bring congressional leaders 
into the U-2 program and wanted to avoid repeating this mistake in the future. 20 

By the first of the year, the HAC subcommittee knew or suspected that 
something was afoot with respect to Cuba. At a meeting of the subcommittee 
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on 6 January 1961, Dulles was asked whether the Agency was training Cuban 
exiles for an invasion. "He gave a fairly detailed picture of CIA action with 
respect to Cuba," Legislative Counsel John Warner later recalled, "mentioning 
the two-pronged program of propaganda... and the paramilitary effort, and 
indicating the number of Cubans being trained and the supply efforts and the 
bases." 21 Four days later, the rest of Congress learned, courtesy of an article in 
the New York Times, that the United States (CIA was not specifically men- 
tioned) was training anti-Castro guerrillas in Guatemala. 

President Kennedy had been briefed on the Agency's plans weeks before he 
took office and had not raised objection to them. Once he was in office, plan- 
ning for the invasion continued. 

On 10 March 1961, Dulles provided a detailed briefing to the CIA subcom- 
mittee of the HASC on the Agency's operational activities against Castro: its 
efforts to mount a propaganda campaign, organize the Cuban resistance par- 
ties, and train a paramilitary force to invade the island. He said the paramili- 
tary force numbered about a thousand Cubans and had its own "air force." 22 
Although several members wondered how an army of 1,000 exiles could be 
expected to defeat a Cuban army of 200,000, Dulles replied that he expected 
the exiles to "light the fuse" that would spark a general uprising on the 
island. 23 

Agency records do not reflect that the Agency's other subcommittees were 
briefed in advance, but Legislative Counsel Warner later told Professor Barrett 
that the leaders of the CIA subcommittees in the Senate would also have been 
told. 24 Barrett also writes that Senator Fulbright, the chairman of the SFRC, 
was brought into the operation by the president. Hearing rumors of the admin- 
istration's intentions, Fulbright had written Kennedy a personal letter attempt- 
ing to persuade him not to let the operation go forward. Reacting to the letter, 
Kennedy invited Fulbright to a meeting at the State Department in early April 
1961, where he was allowed to express his misgivings personally. 25 

The operation itself began on 15 April 1961, with airstrikes against Cuban 
airfields. Two days later, the "Cuban brigade" established a beachhead at the 
Bay of Pigs. It did not go smoothly. Without air cover, which the administra- 
tion declined to provide because it still sought to protect the fact that the 
United States was involved in the operation, the exiles remained pinned down 
on the beach. They had sparked no uprising inside the country. Two days after 
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the landing, the fighting was over. Castro's forces killed 114 of the exiles and 
took 1,189 prisoners. 

In the weeks that followed, the CIA subcommittees of the HAC and HASC 
held closed hearings on the fiasco. For the most part, their tenor was favorable 
to the Agency. Taking their cue from Dulles 's testimony, members blamed the 
administration and/or the Pentagon for failing to provide air cover and faulted 
the administration for not taking stronger action. 26 The SFRC also held closed 
hearings the first week in May, and these were more contentious. Fulbright 
complained that the committee should have been forewarned of the invasion; 
others questioned whether CIA should be charged with undertaking opera- 
tions of this kind at all. One senator told Dulles that CIA "should go back to 
its responsibility of being an intelligence agency and gathering information 
throughout the world." 27 

Apart from these hearings, Congress did no independent investigation of 
the Bay of Pigs. This was left to a blue ribbon commission appointed by the 
president and to an internal CIA inquiry conducted by the inspector general. 



The Ramparts Affair: 1967 

Ramparts magazine, a Catholic leftwing publication published a series of 
articles in February 1967 disclosing that the Agency since the early 1950s had 
been covertly funding certain international student groups, notably the US 
National Student Association (USNSA), in an effort to counter the spread and 
influence of communist youth groups and front organizations around the 
world. The program had been instituted, in fact, at the suggestion of a former 
USNSA activist who had gone to work at the Agency in 1949; it entailed the 
passage of funds through private US foundations principally to pay the travel 
expenses of USNSA members to international conferences, annual meetings of 
foreign student organizations, and the like, as well as to provide college schol- 
arships to students from Third World countries to US educational institutions. 
In his memoir, DCI Helms said the Eisenhower White House had approved the 
program and that it was briefed to "appropriate senators" before its inception. 
It was subsequently approved by Presidents Kennedy and Johnson. 28 

Forewarned of the Ramparts articles, DCI Helms, in order to head off an 
adverse reaction in Congress, led Agency efforts to brief the CIA subcommit- 
tees before the articles were published. According to Agency records, Helms 
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appeared before all four subcommittees to assure them that the program's sole 
purpose had been to counter the influence of international communist youth 
groups around the world. CIA, he said, had simply given money to the US 
groups involved; it had not told them how to spend it. 29 While this money 
might have been channeled through other government agencies, Helms noted, 
someone in the federal government needed to do it, and CIA, given its unique 
capabilities and authorities, was best positioned to carry it out. 

Although the CIA subcommittees had not previously been advised of the 
program (Helms said "appropriate senators" had been briefed when the pro- 
gram began in the early 1950s), they generally refrained from citicizing the 
Agency or attacking Helms publicly after the articles began appearing. 

The reaction elsewhere was less benign. Ramparts, itself portrayed the pro- 
gram as a "case study in the corruption of youthful idealism" and a threat to 
academic freedom. Eight Democratic congressmen wrote to President 
Johnson that the program "represents an unconscionable extension of power 
by an agency of government over institutions outside its jurisdiction." 30 

President Johnson was sufficiently concerned that he announced two days 
after the first article appeared that he was appointing a three-person commit- 
tee — Under Secretary of State Nicholas deB. Katzenbach (chair), HEW Sec- 
retary John W. Gardner and Helms himself — to look into the relationship 
between the Agency and private American organizations operating abroad. In 
June 1967, the committee recommended, and Johnson approved, a prohibition 
on covert financial assistance to any US educational institution or private vol- 
untary organization, saying that henceforth such financial assistance in sup- 
port of overseas activities should be done openly by a "public-private 
mechanism" when considered essential to the national interest. All such fund- 
ing activities by the CIA were to be terminated by the end of the year. 31 Before 
that deadline, the CIA subcommittees of the SASC and HASC had Helms tes- 
tify in December 1967 with respect to how the Agency planned to implement 
the recommendations approved by the president. 32 



The "Secret War" in Laos: 1962-71 

During the 1960s, the Agency regularly briefed the CIA subcommittees on 
covert operations as part of the ongoing war effort in Southeast Asia. The sub- 
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committees worried, as did Agency managers, about the demands these opera- 
tions were placing on the Agency's overall resources. In 1968, for example, 
despite the Johnson administration's insistence that the Agency fund an 
expansion of its program to improve social, medical, and economic conditions 
in the South Vietnamese countryside, the leaders of the SAC and HAC sub- 
committees cut off Agency funds, leaving continued funding a matter for the 
Pentagon to decide. 33 

In Laos, however, US military forces were not involved. In 1962, the 
Agency began supplying and directing Laotian government troops and irregu- 
lar forces that were resisting the advances of the Pathet Lao, the Laotian com- 
munist party. By the mid-1960s, this irregular force had grown to 
approximately 40,000 Laotian tribesmen. 

From the very beginning, the Agency sought to bring Congress into these 
activities. Its subcommittees were briefed, and their approval obtained to 
finance the paramilitary program. In addition, Agency records reflect that the 
SFRC was briefed — in all, more than 50 senators received information about 
the Laotian program over the course of its existence. The Agency also went so 
far as to arrange several visits to Laos for one supportive senator, Stuart Sym- 
ington, and in 1967 permitted the head of its Laotian operations to brief the 
entire SASC on the status of the program. 34 

By 1970, however, as public support for the Vietnam War waned, congres- 
sional backing for the Agency's paramilitary program in Laos also dimin- 
ished. At this point, the tide had turned against the Laotian government forces, 
and Pathet Lao and North Vietnamese troops controlled much of the country. 
To bolster the government forces, the Agency introduced into the country paid 
Thai troops that it had trained, supplied, and directed. The additional costs of 
introducing these troops worried the leaders of the SAC and HAC subcommit- 
tees, not only because of the impact on the Agency's overall budget, but 
because they provided ammunition to the antiwar members of Congress, who 
were charging that the Nixon administration was financing the war in South 
Vietnam through the CIA to avoid public and congressional scrutiny. 35 

In early 1971, South Vietnamese forces invaded Laos for the first time, pre- 
cipitating renewed congressional interest in the ongoing CIA role there. At the 
end of February, DCI Helms appeared before the SFRC to provide a status 
report. Later in the year, Congress approved an amendment establishing a 
budgetary ceiling for US expenditures in Laos. CIA was not mentioned per se, 
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but in August, 1971, the SFRC published a sanitized staff report that acknowl- 
edged in so many words the Agency's long involvement in the country. 36 It 
was at this point that Senator Symington, who had been briefed on the Laotian 
program for many years, publicly disclosed the program, solemnly labeling it 
"a secret war." 

John Stennis, who now chaired the SASC, reacted to Symington's comment 
by characterizing the Agency's performance in Laos as "splendid," but he pro- 
vided ammunition to the Agency's critics when he added, "You have to make 
up your mind that you are going to have an intelligence agency and protect it 
as such and shut your eyes some and take what is coming." 37 

Once the Agency's long involvement in Laos had been publicly disclosed, 
however, the prevailing sentiment on the CIA subcommittees was that it was 
now time for the Agency to disengage, leading DCI Helms to recommend to 
the Nixon administration that its involvement be brought to an orderly end. 38 
After the 1973 peace agreements were signed, the CIA terminated its opera- 
tions in Laos. 



Chile and the Hughes-Ryan Amendment: 1973-74 

In the spring of 1970, the Nixon administration, concerned that Salvador 
Allende, an avowed Marxist and founder of the Chilean Socialist Party, could 
well be elected president in the country's upcoming elections, directed the 
Agency to undertake a covert propaganda campaign against Allende, princi- 
pally to convey the message that a vote for Allende would be bad for Chilean 
democracy. There is no indication in Agency records that anyone in Congress 
was briefed on the operation, but DCI Helms later recalled that soon after the 
decision was made to undertake the program, he was summoned to the office 
of SFRC Chairman Fulbright, who appeared to know (and disapprove) of it. 
"Dick, if I catch you trying to upset the Chilean election," Fulbright reportedly 
warned Helms, "I will get up on the Senate floor and blow the operation." 39 

Unaware of the administration's covert initiative, certain US companies 
with business interests in Chile — International Telephone and Telegraph (ITT) 
among them — had the same concern and approached Helms a few weeks later 
to help them channel funds to anti- Allende forces with Chile. Ultimately, CIA 
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representatives provided advice to ITT on making contacts within Chile but 
left it to the company to arrange for any donations on its own. 

When the election occurred on 4 September 1970, Allende won a small plu- 
rality, and under Chilean law, the Chilean National Congress would choose 
between the top two vote-getters when it reconvened on 24 October. When 
this had happened in the past, the legislature had chosen the candidate who 
had garnered the most votes in the popular election. 

At this point Nixon directed the Agency to intensify its covert efforts to keep 
Allende from being chosen. In one series of actions that came to be known as 
Track I, additional funds were authorized for anti-Allende propaganda and 
political support to his principal challenger. Agency representatives also 
actively sought to persuade influential groups and individuals, both within and 
outside Chile, to oppose or undermine Allende 's election. These included some 
of the US companies that had earlier been concerned with Allende 's election, 
but at this juncture none was interested in active intervention. In a separate 
action that came to be known as Track II, which came about as a result of a per- 
sonal meeting between Nixon and Helms, the Agency was directed to arrange a 
military coup before Allende could be chosen president. Again, there is no 
indication in Agency records that it advised any of its congressional subcom- 
mittees of either Track I or Track II. Helms also confirms this in his memoir. 40 

Ultimately the Agency's efforts failed. Although CIA did establish contact 
with, and provide assistance to, certain Chilean military officers prepared to 
undertake a coup, it never materialized because of the lack of support from the 
incumbent Chilean president as well as the Chilean military. Two days before 
the Chilean legislature was to vote, a group of the coup plotters (without the 
Agency's direct support) unsuccessfully attempted to abduct the Chilean chief 
of staff, BG Rene Schneider — regarded as the most formidable obstacle to 
their plans — mortally wounding him in the process. As a result, whatever 
impetus remained for a coup quickly evaporated. 41 

Twice in early 1973, Helms appeared before "non-CIA committees" where 
the issue of the Agency's involvement in the 1970 Chilean elections was 
posed. The first came in February before the SFRC, which was considering 
Helms's nomination as US ambassador to Iran. In closed session, in response 
to questions from Senator Symington, Helms denied that the Agency had tried 
to "overthrow the government of Chile" or "passed money to the opponents of 
Allende." 42 A few weeks later, at an open hearing of an SFRC subcommittee 
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investigating the role of multinational corporations in Latin America, Helms 
denied having contacts with the Chilean military during his tenure as DO. 43 
He later maintained he had not intended to mislead these committees, noting, 
in particular, that Symington had previously been briefed on the Track I activ- 
ities in Chile (though not Track II). In other words, as Helms wrote, the sena- 
tor "knew the answers" to the questions he was asking. 44 Helms went on to 
assert that since these committees had no authority over the Agency's affairs, 
he was not obliged to divulge highly classified information in contravention of 
an order he received from the president. 45 

In September 1973, Allende was overthrown and committed suicide during 
a military coup. Allegations soon appeared in the US press that CIA had been 
involved. At the urging of the principal source of these allegations, Congress- 
man Michael Harrington (D-MA), a subcommittee of the House Foreign 
Affairs Committee held a closed hearing to obtain the response of new DCI 
William Colby to the allegations, but Colby demurred, asserting that such tes- 
timony could only be provided to the CIA subcommittees. 

This testimony did not come about until April 1974, when Colby appeared 
in closed session before the CIA subcommittee of the HASC, which had been 
recently renamed the Special Subcommittee on Intelligence, chaired by Lucien 
Nedzi (D-MI). Colby denied that the Agency had been involved in the 1973 
coup that had led to Allende 's death but revealed the Agency's earlier activi- 
ties in 1970 which had been part of Track I. With regard to Track II, however, 
he chose to reveal CIA's effort to mount a military coup only to Nedzi. 46 

What had occurred under Track I, however, would prove controversial 
enough. Citing House rules entitling him to read hearing transcripts, Con- 
gressman Harrington was allowed by Nedzi to read Colby's classified testi- 
mony. In turn, Harrington went to the press with the substance of what Colby 
had said, asserting that CIA had admitted having tried to "destabilize" the 
Allende candidacy in 1970. In other words, the Agency had covertly inter- 
vened in the electoral process of another democratic country. 

Coming as it did in the final stages of the Watergate scandal, this disclosure 
provoked a firestorm of criticism. In Congress, a number of bills were intro- 
duced to drastically curtail, or eliminate altogether, covert action in the future. 
As noted in chapter 1, a more modest proposal, offered by Senator Harold 
Hughes (D-IA) as an amendment to the Foreign Assistance Act, called for a 
significant change to the congressional oversight arrangements where covert 
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action was concerned. This proposal, which became known as the Hughes- 
Ryan Amendment, was signed into law in December 1974. From that point on, 
the president would have to personally approve such operations by signing a 
written "finding" that the operation was important to the national security and 
provide "timely notice" of such operations to the "appropriate committees" of 
the Congress. This was interpreted to include not only the armed services and 
appropriations committees but also the foreign affairs committees on each side. 



Angola: 1975-76 

The first repercussion of the Hughes-Ryan Amendment came less than a 
year later, when members of the SFRC raised concerns about a covert action 
program on which they had been given "timely notice" — Angola. 47 In May 
1975, Portugal announced it would grant independence to its colony of 
Angola on 11 November 1975. During the interim period, three political 
groups struggled for power. All were tribally based and nationalistic, but the 
strongest one (the MPLA) was avowedly communist while the other two (the 
FNLA and UNITA) were not. Not surprisingly, Angola became the next bat- 
tleground in the Cold War. The USSR and Cuba supported the MPLA; the 
United States supported the FNLA and UNITA. Other countries were 
involved, notably South Africa, which was heavily engaged in funneling mili- 
tary supplies and other assistance to UNITA. 

When the Soviet Union began increasing its support to the MPLA, the Ford 
administration countered by authorizing an increase in US support for the two 
noncommunist groups. This entailed a "finding" being signed by the president 
in July 1975 pursuant to the Hughes-Ryan Amendment, enacted six months 
before, as well as briefings of the six congressional committees entitled to 
receive "timely notice." 

One of the SFRC senators briefed on the operation, Dick Clark (D-IA), 
traveled to Africa in August 1975. In the course of his travels, he learned of 
the South African support for UNITA and became concerned that the United 
States had aligned itself with the apartheid government there. A month after 
Clark's return, several press stories revealed the South African involvement 
with UNITA (and indirectly with the United States), forcing Colby to deny 
publicly that the United States was directly providing weapons to the Angolan 
groups or that Americans were involved in the fighting taking place. 

In November, however, Colby acknowledged during a closed session of the 
SFRC that the United States was providing arms to the noncommunist forces 
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in Angola and, in some cases, was doing so through other governments. Testi- 
mony from this session leaked the following day to the New York Times, caus- 
ing Senator Clark, among others, to wonder if the Agency was more directly 
involved than he had been led to believe, especially with the apartheid govern- 
ment in Pretoria. In December 1975, after his SFRC subcommittee had held 
yet another session with Colby to explore the Agency's role, Clark introduced 
an amendment prohibiting the expenditure of CIA funds in Angola — except 
for intelligence gathering — and the use of any DoD funds to continue the oper- 
ation. The amendment passed the Senate and House within a matter of weeks 
and President Ford signed it into law on 9 February 1976, the first time that 
Congress had ever ended a covert action by denying the funds for it. 



The Church Committee and Alleged Assassination Plots: 1975 

As noted earlier, the Church Committee was originally established to look 
into allegations of domestic abuses by the Agency. But within weeks of its 
creation, an off-the-record remark that President Ford had made to journalists 
and publishers became public and caused it to shift its original focus. "Presi- 
dent Ford has reportedly warned associates," CBS News reported on 28 Feb- 
ruary 1975, "that if the current investigations go too far they could uncover 
several assassinations of foreign officials involving the CIA." 

Assassination plots had been mentioned several times in the "Family Jew- 
els," to which the committee already had access, but the uproar that ensued 
once these charges became public dictated they be addressed as a matter of 
priority. In the spring and summer of 1975, the committee held 60 days of 
closed hearings involving 75 witnesses. 48 Of perhaps greater long-term signif- 
icance for the Agency, the committee made assassination the first issue to 
examine when it held its first public hearing on 16 September 1975. By this 
point, Senator Church had already compared the Agency to a "rogue elephant 
rampaging out of control," and by making the Agency's efforts to develop 
exotic weapons to carry out political assassinations the first issue put before 
the public, the committee appeared intent on making the charge stick. Indeed, 
the sight of members passing among themselves an electronic pistol designed 
by the Agency to deliver poison darts created a lasting impression in the 
minds of the public. Colby attempted to make clear the pistol had never been 
used, but his message was lost in the blinding flash of press photography that 
accompanied the pistol's display. 
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Senator Goldwater examines CIA dart gun as Senator Charles "Mac" Mathias (R-MD) 
looks on. 

(© Bettman/Corbis) 



The committee's investigation of the assassinations issue lasted six months. 
In December 1975, the committee issued an "interim report" containing its 
findings. Even though the Ford administration objected to the release of the 
report on security grounds, the committee — after presenting the issue to a 
secret session of the full Senate and noting an "absence of disapproval" — 
went ahead with its publication. 49 It was the first time in the history of 
executive-legislative relations that a committee of the Congress, with the 
putative support of its parent body, asserted the right to release a report a pres- 
ident contended was classified. 

The committee found that US officials had initiated plots to assassinate 
Fidel Castro in Cuba and Patrice Lumumba in the Congo. The efforts against 
Castro had gone on for some time and involved bizarre techniques (putting an 
exploding seashell where he went snorkeling, recruiting a mistress to put poi- 
son into his drinks) as well as questionable means of implementing them (use 
of the Mafia). But none of these plans came to fruition. Lumumba had been 
overthrown in a coup in September 1960, involving people with whom the 
Agency had been working, who later handed him over to a group that mur- 
dered him on 17 January 1961. The committee found no evidence directly 
linking CIA with the coup or the subsequent murder, however. The report also 
found that US officials had encouraged, or were privy to, coup plots that had 
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resulted in the deaths of certain foreign officials — Rafael Trujillo in the 
Dominican Republic, BG Rene Schneider in Chile, and Ngo Dihn Diem in 
South Vietnam — but the committee found no evidence the Agency had been 
directly involved in any of these deaths. 50 

On the issue of presidential responsibility, although the committee found no 
"paper trail" indicating Presidents Eisenhower or Kennedy had specifically 
authorized the assassination of any foreign official, it found that CIA under- 
stood itself to be acting in response to the wishes of "the highest levels of the 
US government." 51 

In addition to its findings with respect to plots involving particular foreign 
officials, the report found that the CIA had instituted a project in the early 
1960s to create a standby capability to incapacitate, eliminate the effective- 
ness of, and, if necessary, perform assassinations of foreign officials. 52 The 
project involved researching various techniques for accomplishing these 
objectives (the poison dart gun, for example) but according to the committee, 
none of the devices or techniques was actually ever used. By the time the 
committee issued its report, the Ford administration had already promulgated 
an executive order prohibiting the assassination of foreign officials or the 
planning of such activities. The committee, for its part, recommended that 
these prohibitions be made a matter of federal criminal law. 



Other Covert Action Investigated by the Church Committee: 1975-76 

Initially, the Church Committee asked the Agency to provide data on "all its 
covert action activities." 53 In June 1975, however, the committee scaled back 
its request to data on five specific programs, including the Agency's prior 
activities in Chile, as well as an overview of all covert action programs since 
World War II. 54 

In the end, the committee produced six staff reports on covert action pro- 
grams, only one of which (on Chile) was made public. It was here that the 
Agency's activities pursuant to Track II — the fruitless effort to mount a military 
coup to prevent Allende from coming to power — were made public and devel- 
oped in considerable detail for the first time. But the committee was unable to 
conclude, despite exhaustive efforts to prove otherwise, that the Agency had 
been involved in the overthrow and murder of Allende three years later. 
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In its final report of April 1976, however, the Church Committee gave the 
world (and the rest of Congress) a glimpse of covert action it had never had 
before. Between 1961 and 1975, the committee reported, the Agency had con- 
ducted more than 900 "major" projects and "several thousand" smaller ones, 
three-quarters of which had never been reviewed outside the Agency. Instead 
of being an extraordinary tool to use when vital US interests were at stake, the 
committee found, covert action had become part of the routine with its own 
bureaucratic momentum. Not only had such programs often failed to achieve 
their objectives, they had at times been self-defeating. Providing assistance to 
foreign parties, leaders, the press, and labor unions, the committee explained, 
often created a dependence upon the Agency that kept the recipients from 
doing more for themselves. The committee also believed intelligence analysis 
had been skewed to have it appear to policymakers that the Agency's covert 
action programs were succeeding. 55 

Looking at the cumulative effect of covert action, the committee questioned 
whether the gains for the United States outweighed the costs, especially the 
damage done to its reputation around the world. But it did not recommend 
doing away with it. Rather, the committee concluded that covert action should 
be employed only in exceptional cases where vital security interests of the 
United States were at stake. 56 



Covert Action and the Pike Committee: 1975-76 

Covert action played a more limited role in the Pike Committee's inquiry. 
The committee initially told the Agency it wanted information on covert 
actions generally over the previous 10 years and planned to look specifically 
at three recent ones: assistance to certain political parties in the Italian elec- 
tions of 1972, assistance to the Kurds in northern Iraq from 1972 to 1975, and 
ongoing activities in Angola (see above). 57 

At first, the committee insisted on discussing these programs in open hear- 
ings, but when it met resistance from the Agency, it agreed to have its staff 
delve into them instead. At its public hearings on covert action, the committee 
confined itself to examining the public policy issues such programs raised and 
to looking at the process within the executive branch for approving them. 58 
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In its final report, the committee concluded, "All evidence in hand suggests 
that the CIA, far from being out of control, has been utterly responsive to the 
instructions of the President and the Assistant to the President for National 
Security Affairs." 59 While Agency officials welcomed this conclusion — which 
appeared intended to offset Senator Church's earlier characterization — they 
objected to the committee including within its final report, its findings with 
respect to the three covert action programs it had looked into. The committee 
refused to take the references to the programs out of its final report, however, 
and ultimately they were made public as part of the material that was leaked to 
journalist Daniel Schorr. 

Overall, based on its inquiry, the committee concluded that covert actions 
"were irregularly approved, sloppily implemented, and, at times, forced on a 
reluctant CIA by the president and his national security advisors." 60 But, apart 
from assassination attempts, it did not recommend abolishing them altogether. 
It did recommend that DCIs notify the committees in Congress responsible for 
the CIA of all covert actions within 48 hours of their implementation. 61 



The Select Committees and How "Findings" Were Handled: 1976-80 

After the two select committees were created in the mid-1970s, they were 
naturally considered "appropriate committees" to receive "timely notice" of 
covert actions under the Hughes-Ryan Amendment, thus increasing the num- 
ber of committees entitled to receive such notice to eight. From the Agency's 
standpoint, this was patently unworkable. Almost immediately, therefore, 
Agency officials began urging the select committees to repeal Hughes-Ryan 
and make themselves — their parent bodies had now given them exclusive 
jurisdiction over the Agency — the sole committees to receive notice of covert 
actions. 

Until this issue could be resolved, however, there were practical questions 
that had to be answered, which, until the select committees were created, the 
Agency had not tried to sort out with the other committees involved. Instead, 
the notifications made under Hughes-Ryan had been largely ad hoc, both in 
terms of what was notified and how it was done. 

How notice would be provided was the first issue DCI Turner addressed 
with the new committees, first with the SSCI and later with the HPSCI, and 
the issue was resolved with little controversy. The DCI would advise the com- 
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mittees as soon as possible after a presidential finding had been signed. Subse- 
quently he would brief the program to the full committee with representatives 
of the State Department and/or DoD present to answer questions. The commit- 
tees would then be free to express their concerns to the DCI or the president 
with respect to the program but would not have a veto over it. In other words, 
the administration was free to move ahead regardless of the concerns 
expressed. Both committees emphasized, however, the importance of being 
notified before implementation of the program — or as SSCI Chairman Inouye 
put it, "before irrevocable actions are taken" — otherwise, their concerns may 
have little practical effect. 62 

What was to be notified to the committees proved a more difficult problem. 
As the Church Committee's report had suggested, in years past the Agency 
had conducted hundreds of covert actions, most of which did not rise to the 
level of presidential approval or congressional consideration. Yet, under 
Hughes-Ryan, all covert actions were made subject to a presidential finding 
and reporting to Congress. Resolution of this issue did not occur until late 
1978, however, after the two committees had come to appreciate the situation 
the law had created. As DDCI Frank Carlucci bluntly told the HPSCI in Sep- 
tember, "As a practical matter, the CIA covert action capability was moribund 
as a consequence of Hughes-Ryan." 63 

To resolve this dilemma, both committees agreed to the concept of "gen- 
eral," omnibus findings signed by the president to authorize routine, ongoing, 
low-risk activities undertaken for such broad, noncontroversial purposes as 
counterterrorism assistance to other governments or propaganda and political 
action activities to thwart the spread of communism. 64 These kinds of findings 
would be accompanied by "Perspectives" that would set forth in detail the 
kinds of activities being authorized. Other kinds of covert action — involving 
high-risk, large-resource commitments or the possibility of harm to the partic- 
ipants or embarrassment to the United States — would be the subject of "spe- 
cific" findings. 

Although many on the select committees agreed with the Agency that the 
list of committees receiving notice under Hughes-Ryan needed to be pared 
down, this was a delicate proposition for the committees, still in their infancy, 
to take on. In 1980, however, an opportunity presented itself. While the 
SSCI's effort to enact "charters" legislation for the Intelligence Community 
had come to naught (see chapter 3), one part of the proposed bill, establishing 
the obligations of intelligence agencies toward the two oversight committees, 
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was still under discussion with the Carter administration. In return for the 
administration's agreement to support the oversight provisions, the SSCI 
inserted into the new oversight bill essentially the same obligations created by 
the Hughes-Ryan Amendment: the requirement for the president to approve 
and give "timely notice" of covert actions to the Congress. But here the obli- 
gation to provide "timely notice" ran only to the two intelligence committees. 
Thus, while the new legislation did not repeal Hughes-Ryan per se (this was 
done eight years later without fanfare), it was regarded as "superseding" 
Hughes-Ryan because it was subsequent legislation. 

Interestingly, none of the six committees that had been getting "timely 
notice" of covert actions publicly objected to the change. In part, this may have 
been because they recognized the existing system did not allow for meaningful 
oversight. According to a former staff director of the SFRC, briefings under 
Hughes-Ryan were oral and often cursory. They were limited to the chairman, 
the ranking member, and one or two staff members, all of whom were prohib- 
ited from saying anything to the others. In other words, there was no opportu- 
nity for follow-up. "We were 'established eunuchs,'" he later recalled. 65 



Initial Oversight Efforts of the Committees: 1977-79 

In their early years both committees undertook inquiries of covert action 
programs (beyond what occurred in the course of the notification process 
itself). In May 1977, the SSCI announced that it would investigate allegations 
appearing in the Australian press that the Agency had secretly intervened in 
the early 1970s to undermine and bring about the dismissal of its leftist- 
leaning government headed by Labor Party leader, Gough Whitlam. 
Although the committee's report of its inquiry was never made public, it was 
the first time that an oversight committee had indicated its intent to explore 
the propriety of the Agency's operational activities in a friendly country. 66 

In early 1978, the HPSCI reviewed the Agency's use of foreign journalists, 
not only to assess the continued value of this practice but also to consider 
problems that it posed, the "blowback" of propaganda to the United States, 
for example. Although no report came out of the inquiry, the committee held 
several hearings on the subject, and committee staff was given extensive 
access to Agency records. The committee ultimately "accepted . . . that the 
CIA needed foreign media assets to counter the Soviet Union's massive pro- 
gram in this area." 67 
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In late 1978, as a result of allegations made in In Search of Enemies: CIA 
Story by former CIA employee John Stockwell, the SSCI opened an investiga- 
tion of the Angola covert action program that had been terminated two years 
before. As a result of this investigation, the committee drafted a highly critical 
report asserting that the Agency had been responsible for "misinforming and 
misleading the Congress." The adversarial tone of the report so upset DCI 
Turner that he wrote SSCI Chairman Birch Bayh (D-IN) to complain there had 
been a breakdown in the oversight relationship. 68 



The Iranian Rescue Operations: 1979-80 

On 4 November 1979, a group of Iranian "students" overran the US 
embassy in Tehran and captured 66 American hostages. Unbeknownst to the 
Iranians at the time, six Americans working at the embassy had managed to 
avoid capture and took refuge in the residences of the Canadian ambassador 
and deputy chief of mission. 

The Pentagon immediately began planning an operation to rescue the 66 
hostages; President Carter gave DCI Turner the mission of rescuing the six 
being sheltered by the Canadians. CIA was, in fact, heavily involved in both 
operations. 

To extricate the six being sheltered by the Canadians, the Agency sent a 
team to Tehran, disguised as a Hollywood film crew. The team brought dis- 
guises and passports for the embassy employees in hiding. On 28 January 
1980, after satisfying Iranian immigration authorities, the six flew out of 
Tehran for Zurich. 69 The operation to rescue the rest of the hostages took place 
in April 1980. It was to use helicopters to ferry a commando force into Tehran 
to storm the embassy and rescue the hostages. Because of the distances 
involved, the helicopters would have to be refueled before they made the 
flight to Tehran. The plan was to have refueling aircraft land in a remote part 
of the Iranian desert and wait for the helicopters to arrive. CIA sent operatives 
into Iran several months before the rescue to scout the embassy and purchase 
trucks to transport the rescue force during the operation. The Agency also 
secretly landed a light plane on the desert refueling site to take soil samples to 
ensure the landing area would support the refueling aircraft. 70 

Unfortunately, the operation had to be aborted when three of the helicopters 
had mechanical problems, leaving insufficient capability to transport the res- 
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cue force. As the aircraft involved were preparing to leave the landing area, 
one of the helicopters collided with one of the refueling aircraft, resulting in 
the deaths of seven Americans. 

At the time these operations occurred, Hughes-Ryan was still the law, and 
the DCI was required to provide "timely notice" of all covert actions; both 
operations qualified as such — neither was undertaken for intelligence-gather- 
ing purposes. Because of the risks involved if either operation were disclosed, 
the Carter administration decided not to brief any congressional committee 
until after they were over. "In both instances," DCI Turner later wrote, "I 
informed the intelligence committees as soon as I could afterward. They were 
not happy, but were understanding." 71 

In fact, most committee members indicated afterwards that they understood 
why they had not been told, but not SSCI Chairman Bayh. He saw it as a sign 
that the administration did not trust the committee and suggested that in the 
future, a smaller group might be told, "so at least somebody in the oversight 
mechanism" would know. Bayh went on to note, "If oversight is to function 
better, you first need it to function [at all]." 72 

Later the same year, when the Intelligence Oversight Act of 1980 passed 
the Senate, it gave the president the option of providing "timely notice" to a 
"gang of eight" — the majority and minority leaders in each chamber and the 
leaders of the two intelligence committees — rather than the full committees, 
when it was "essential ... to meet extraordinary circumstances affecting vital 
interests of the United States." Although the "gang of eight" provision could 
not be justified publicly by pointing to the Iranian rescue operations — the CIA 
role was still secret — those operations clearly formed the backdrop for its con- 
sideration and adoption. 



Afghanistan: 1979-87 

In December 1979, only a few weeks after the US embassy in Tehran was 
overrun, Soviet troops intervened in Afghanistan. The Marxist leader of the 
country, Hafizullah Amin, was killed in a shootout with the invading forces 
and replaced by another communist leader, Babrak Karmal, who "invited" the 
Soviets in, in force, to stabilize the country. By the end of the month, 8,000- 
10,000 Soviet troops were inside the country. 

The Carter administration and other governments around the world imme- 
diately denounced the intervention, and United States took various diplomatic 
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steps to "punish" the Soviets for their adventurism. The administration also 
turned to covert action. Tribal resistance forces, collectively known as the 
mujahedin, already existed in Afghanistan, and Carter signed a finding in Jan- 
uary 1980 authorizing the CIA to equip them with weapons. To keep US 
involvement secret, the operation would acquire Soviet weapons through 
countries like China and Egypt and transport them to the resistance forces 
through Pakistan. Both intelligence committees supported the program. 73 

In 1981 the new Reagan administration, with the backing of the commit- 
tees, began to increase the funding of the Afghan program significantly and to 
provide the mujahedin with more sophisticated weapons and other forms of 
assistance. By 1984, the funding had reached $60 million a year, an amount 
the Saudi government matched. 74 

Even at that, one flamboyant congressman, Charles Wilson (D-TX), was 
not satisfied. After several trips to Pakistan to assess the progress of the war, 
he concluded that the Afghan program was vastly underfunded. What the 
mujahedin really needed, he believed, was a high-tech, rapid-fire antiaircraft 
gun known as the Oerlikon to use against Soviet helicopters and other aircraft. 

Although Wilson was not a member of the HPSCI, he was a member of the 
defense subcommittee of the HAC that had jurisdiction over CIA funding. 
While the intelligence committees had already approved the amount the admin- 
istration requested for the program — and technically the appropriators could 
not appropriate more than had been authorized — Wilson managed to have the 
HAC subcommittee add $40 million for the program — most of which would go 
for the Oerlikon guns. Because this additional money had to come from some- 
where in the DoD budget, the Pentagon initially objected to the subcommittee's 
action. Wilson threatened DoD with additional cuts, and it backed off. 

This still left a problem with the intelligence committees, however, which 
had to go back and authorize the additional funds. Although CIA, like DoD, 
initially argued that the Oerlikon guns were in no way what the mujahedin 
needed — among other things, they were too difficult to transport and maintain 
in the Afghan environment — in the end, the Agency went along as well. After 
all, it was nonetheless funding they had not counted upon. 75 

DCI Casey thought the time was right for a quantum leap to extend the pro- 
gram's objectives and resources even further. In the fall of 1984, after consult- 
ing with the committees, he told the Saudis the United States would raise its 
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contribution to $250 million in 1985, increasing it several times over in a single 
year. From here on, the aim would be to push the Soviets out of Afghanistan. 76 

Although both committees supported these initiatives, members of the 
SSCI became concerned in the summer of 1984 that arms being furnished 
under the program were being siphoned off along the way and never reaching 
the mujahedin. To ascertain whether this was occurring, a staff member made 
a trip to Pakistan in the summer of 1984 to trace and examine the supply line. 
Agency officers strenuously objected to such an examination, believing it 
could harm the program, but in the end the staffer was permitted to conduct 
his inquiry. 77 

In 1985, the administration began exploring with the committees the idea of 
providing the mujahedin a more effective antiaircraft capability, namely, US 
Stinger ground-to-air missiles, which at that point were far from being inte- 
grated with US forces. Initially, the Agency objected to providing the Stinger 
because, among other reasons, it would no longer be possible to "plausibly 
deny" US involvement and might prompt retaliatory action by the Soviets. In 
March 1986, however, President Reagan, on Casey's recommendation, 
approved providing Stingers to the mujahedin, pursuant to the original pro- 
gram finding signed by President Carter. Although both committees had con- 
sidered the Stinger issue throughout the preceding year, Casey chose to brief 
only the leaders and staff directors of the two committees, two days after 
Reagan's decision. According to CIA records, neither committee held follow- 
up hearings, their leaders apparently agreeing with the president's action. 78 

Both committees continued to receive briefings on the Stinger issue over 
the next two years. While concern arose for the number of Stingers report- 
edly lost, it was also clear the missiles were having a decided impact on the 
war, prompting the committees to approve the provision to the mujahedin of 
other advanced weaponry (as well as thousands of mules to transport it across 
the rugged Afghan terrain). 79 Even after the Soviets announced in April 1988 
their intention to withdraw from Afghanistan, the committees insisted that 
US support continue so long as the Soviets were supplying aid to the Afghan 
government. 80 
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Angola and South Africa: 1985-88 

As described earlier in this chapter, in 1976 Congress had enacted the Clark 
Amendment prohibiting covert assistance to the two noncommunist parties in 
Angola, UNITA and MFLN. By 1985, after 10 years of fighting, UNITA had 
emerged as the principal resistance force, but it had been barely kept alive, 
principally by the efforts of the government of South Africa. Meanwhile 
Soviet and Cuban assistance to the MPLA-controlled Angolan government 
had steadily increased. In the summer of 1985, yet another infusion of men 
and material was provided the MPLA, which prompted the South African 
government to increase its support for UNITA. Concerned with these develop- 
ments, Congress repealed the Clark Amendment on 8 August 1985, allowing 
covert US assistance to UNITA for the first time in 10 years. 

In November, President Reagan signed a new finding on Angola, which, 
because of objections from Secretary of State Shultz, was initially limited to 
nonlethal assistance to UNITA. Even so, at the insistence of the White House, 
it was briefed to the congressional leadership — the "gang of eight" — rather 
than the full committees. 81 

Casey kept working for a finding that authorized lethal aid to UNITA. To 
garner congressional support, he had the leader of UNITA, Jonas Savimbi, 
come to the US in early 1986 to make his case before the intelligence commit- 
tees and the congressional leadership. 82 After the visit, congressional leaders 
implored Secretary Shultz to drop his opposition to lethal aid, and Reagan 
issued a new finding in March, allowing for such aid. This time briefings were 
provided to the full committees. 83 

The chairman of the HPSCI at the time, Lee Hamilton (D-IN), strongly 
opposed the new finding, which he believed represented a major escalation of 
US activity in Angola without the benefit of adequate public or congressional 
debate. In a letter to the Washington Post on 20 March 1986, Hamilton 
asserted that covert action should be seen as a means of supporting a policy 
that was open and understood by the public, not as a means of changing that 
policy in secret. To prevent this from happening, he introduced an amend- 
ment, reported by the committee, barring all assistance to UNITA unless and 
until Congress had publicly debated and approved such assistance. When the 
amendment came to a vote on the House floor in September, however, it was 
defeated, 229-186, largely in response to concerns that the vote would hand 
the Soviets a victory in Angola. 
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The committees, in fact, approved a covert program for Angola that began 
in 1986 and significantly expanded it over the next two years. It included 
lethal as well as nonlethal assistance for UNITA. In 1987, the assistance 
appeared to pay dividends as UNITA won an important victory over the Ango- 
lan government in the largest battle of the long war. Despite this success, the 
new HPSCI chairman, Louis Stokes (D-OH), became concerned that because 
of the Angola program, the United States was becoming increasingly tied to 
the apartheid regime in South Africa. Although Agency officers attempted to 
assure him that their interaction was limited and appropriate, Stokes proposed 
an amendment to the intelligence authorization bill in April 1988, barring all 
military and intelligence relationships with South Africa. The amendment 
itself did not pass (broader legislation was pending in the parent body), but the 
HPSCI did "zero out" the funding of all liaison activities for FY 1989 as a 
demonstration of its concern. Although this action did not survive conference 
with the Senate, it did cause concern among Agency officials. 84 



Central America: 1979-86 

In July 1979, the Somoza family that had ruled Nicaragua for 35 years was 
thrown out of office by a political group commonly known as the Sandinistas. 
The new government pledged to hold free elections, end oppression, and 
introduce other trappings of democracy, but its actions — shutting down hostile 
newspapers, pressuring opposition parties, and expropriating private prop- 
erty — belied these promises. While the Carter administration initially 
responded with emergency food aid and economic assistance, it also issued a 
covert action finding in the fall of 1979 to help moderate elements in Nicara- 
gua resist attempts by Marxist groups to consolidate power in the country. 85 
The following year, as the Sandinistas appeared to be consolidating their own 
control, funding for the program was doubled. 86 

Even though the oversight committees were briefed on the 1979 finding, 
their requests for subsequent briefings on the activities being taken pursuant to 
the finding were initially turned down because of what they were told was a 
"presidential embargo." This prompted a furious letter from HPSCI Chairman 
Boland to DCI Turner, saying the embargo raised "serious concerns for the 
entire oversight process." 87 Turner, in turn, had the White House lift the 
embargo. 
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US concerns about what was happening in Nicaragua were also mirrored in 
the country itself where a new rebel movement — collectively known as the 
contras — was taking shape to oppose the Sandinista regime. 

Another troublesome situation was brewing in nearby El Salvador. In 
October 1979, a new government headed by Jose Napoleon Duarte was 
installed following a military coup. While the United States saw the need to 
encourage Duarte to promote and implement democratic reforms, it also 
became increasingly concerned that Cuba (and indirectly the Soviet Union) 
was supporting and training guerrilla elements to subvert his regime. In 
November 1979, President Carter issued a covert action finding authorizing 
training and other resources for moderate elements in El Salvador resisting 
these guerilla elements. 88 

When Reagan took office in January 1981, the situation in both countries 
had grown more critical. Concerned with Nicaragua's internal repression, its 
ties to the Soviet bloc, and its support for the guerrilla elements in El Salvador, 
President Carter suspended US aid to Nicaragua a few weeks before leaving 
office. Reagan continued this policy, saying assistance would be resumed only 
when democratic government was established and Nicaragua had ceased its 
support of the Salvadoran rebels. Within two months of taking office, Reagan 
also signed a new covert action finding designed to assist the Duarte govern- 
ment in El Salvador with the detection and interdiction of arms and other mate- 
rial destined for the guerilla forces in the countryside. 89 In December 1981, yet 
another finding was issued, this one authorizing the provision of paramilitary 
training to Nicaraguan exile groups opposed to the Sandinista regime. 90 

Both intelligence committees were briefed on these findings. The issue that 
raised the greatest concern in the HPSCI was that these activities would inevi- 
tably lead to the insertion of US military force in the region. With regard to the 
assistance for the Nicaraguan exile groups (the contras), the HPSCI also 
expressed concern with their limited size, disparate objectives, and lack of a 
unified command structure. Assuring them he understood their concerns, 
Casey promised to provide a status report every two months. 91 

In 1982, according to Agency records, Casey made what appears to have 
been his most convincing presentation to date to both committees that Cuba 
and Nicaragua were training, financing and arming the insurgents in El Sal- 
vador. 92 Soon afterwards, in fact, the HPSCI issued a public report stating 
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that the aid being provided the rebels in El Salvador constituted "a clear pic- 
ture of active promotion for 'revolution without frontiers' throughout Central 
America." 93 

Both committees continued to fret that they were not getting the full story 
of the Agency's activities in Central America. For example, in response to 
press reports in July 1982 that CIA had meddled in the Salvadoran elections, 
both committees asked the Agency to explain exactly what had been done. 

Prompted by press reports, Congress as a whole became increasingly wary 
about the direction events in Central America were going in the fall of 1982. 
While the Reagan administration asserted it was not trying to overthrow the 
Sandinista government in Nicaragua but only to keep it from exporting revo- 
lution to El Salvador, the contras themselves seemed clearly bent on over- 
throwing the Sandinistas, not simply interdicting weapons and supplies for the 
El Salvadoran guerillas. 94 

In December 1982, a member of the HASC, Thomas Harkin (D-IA), 
offered an amendment to the FY 1983 Defense Appropriation Bill prohibiting 
US support for the contras. This prompted HPSCI Chairman Boland to offer a 
substitute amendment that prohibited support for the contras "for the purpose 
of overthrowing the government of Nicaragua or provoking a military 
exchange between Nicaragua and Honduras." Boland's substitute passed the 
House by a vote of 411 to and was later adopted by the Senate conferees on 
the bill. Because it allowed assistance to the contras to continue, Reagan 
signed the "Boland Amendment" into law. 95 

No sooner had the legislation been signed, however, than questions began 
arising whether the administration in general, and the CIA in particular, was 
complying with it. Two members of the SSCI, Vice Chairman Daniel Moyni- 
han (D-NY) and Patrick Leahy (D-VT), made separate visits to Central Amer- 
ica in early 1983 to review the Agency's operations. Both came back 
concerned that the Agency was not complying with the new law. In a letter to 
Casey, Moynihan said it was clear to him that the 3,000-4,000 contras that the 
Agency was supporting along the Nicaraguan border were intent on over- 
throwing the Sandinista regime. "We have labored six years to restore the 
intelligence community to a measure of good spirits and self-confidence," he 
wrote, "all of which is dissipating in another half-ass jungle war." 96 
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Notwithstanding the growing chorus of doubt both in Congress and in the 
press, the administration continued to assert that it was complying with the 
Boland Amendment: it was not trying to overthrow the government of Nicara- 
gua. Addressing a joint session of Congress on 27 April 1983, Reagan said, 

Our interest is to ensure that [the Nicaraguan government] does not 
infect its neighbors through the export of subversion and violence. 
Our purpose . . . is to prevent the flow of arms to El Salvador, Hon- 
duras, Guatemala, and Costa Rica. 97 

Both intelligence committees reacted to the speech, albeit in different ways. 
The HPSCI approved legislation cutting off covert assistance for "support of 
military and paramilitary activities in Nicaragua," but approved $80 million 
for Central American governments to interdict the flow of arms to rebel 
groups operating in their respective countries. Despite the administration's 
efforts, it passed the House on 28 July 1983 by a vote of 228 to 195. 98 The 
SSCI, with a Republican majority and more inclined to support the adminis- 
tration, wanted a clearer statement of the program's objectives before it would 
vote for more covert assistance — that is, it wanted a new finding. Reagan 
issued one on 19 September 1983, after he had discussed it with SSCI Chair- 
man Gold water and other key senators on the committee. 

Under the new finding, the administration agreed that Agency personnel 
would not be involved in paramilitary activities themselves; rather they would 
channel assistance to third-country nationals. The primary objective remained 
the interdiction of Nicaraguan and Cuban support for regional insurgencies, 
but the overthrow of the Sandinista regime was not mentioned and a new 
objective — bringing the Sandinistas into meaningful negotiations and treaties 
with neighboring countries — was added. On the basis of this new finding and 
the assurances Casey provided, the SSCI voted to continue the covert action 
program in Nicaragua. Later, in conference on the FY 1984 Intelligence 
Authorization Bill, the two committees reached a compromise: a cap of $24 
million was placed on contra funding and the Agency was prohibited from 
using its Contingency Reserve Fund to make up any shortfall during the com- 
ing year. In other words, if the program required more money, the administra- 
tion would have to return to Congress to obtain it." 

In the early part of 1984, recognizing that its prospects for obtaining future 
funding from the Congress were uncertain, the administration directed the 
Agency to intensify its paramilitary operations against the Sandinista regime 
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in order to bring the situation in Nicaragua to a head. 100 New, more violent 
attacks were instigated, including the placing of mines in Nicaraguan harbors 
in an effort to limit or halt shipping into those ports. At the same time, because 
of these intensified efforts, it was clear the $24 million congressional cap 
would be reached in a matter of months. 

On 6 April 1984, just as the Senate was taking up the administration's 
request to increase the funding for the Nicaraguan program, the Wall Street 
Journal published an article claiming the CIA was behind the mining of cer- 
tain Nicaraguan harbors. SSCI Chairman Goldwater, who was caught by sur- 
prise by the allegation, fired off a blistering letter to Casey saying he was 
"pissed off at Casey's failure to keep him informed. "This is no way to run a 
railroad," Goldwater concluded. 101 

Four days after the article appeared, the Senate voted 84-12 to condemn the 
mining, and Goldwater took the floor to denounce the Agency for its failure to 
keep the committee "fully and currently informed" of its activities, as the law 
required. Casey initially took issue with Goldwater, pointing out not only that 
he had mentioned the mining on two occasions during committee hearings but 
also that he had briefed a member of the committee separately. This did not, 
however, satisfy the committee, most of whose members saw the mining as a 
virtual act of war, and as such, something that required far greater highlighting 
or emphasis to the committee. 

To make matters worse, Casey reportedly asked SSCI Vice Chairman 
Moynihan "what the problem was" with Goldwater: why he was making such 
a fuss? Moynihan reacted two days later on a Sunday morning talk show by 
dramatically resigning his committee post, claiming the Agency had under- 
taken a disinformation campaign to discredit Goldwater. 102 This prompted 
Casey to offer a formal apology to the committee, conceding that, under the 
circumstances, notification had been inadequate. While Moynihan agreed to 
return to the committee, Goldwater 's anger still simmered. In late May, he 
sent Casey a copy of the 1980 oversight legislation, underlining himself the 
obligation of intelligence agencies to keep the committees fully and currently 
informed. "I can't emphasize too strongly the necessity of your complying 
with this law," Goldwater wrote. "Incomplete briefings or even a hint of dis- 
honest briefings can cause you a lot of trouble." 103 

As a result of the harbor mining episode, Casey and the SSCI agreed to new 
oversight arrangements (see chapter 2). The more immediate effect, however, 
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was to diminish the likelihood that the administration would get additional 
funding for the contra program. Indeed, in August 1984, the House approved 
another amendment offered by HPSCI Chairman Boland (which became 
known as "Boland II") to an omnibus appropriation bill. It prohibited the use 
of funds by CIA, DoD, "or any other agency or entity engaged in intelligence 
activities ... for the purpose or which would have the effect" of supporting the 
contras, directly or indirectly. The Senate agreed to the amendment and Presi- 
dent Reagan signed it into law on 12 October 1984. 104 

Three days later, the New York Times ran an article accusing CIA of produc- 
ing an "assassination manual" for the contras. At issue were two manuals used 
by the contras: one providing instruction on various forms of sabotage; the 
other, calling for a popular uprising against the Sandinistas and the "neutraliza- 
tion" of certain Nicaraguan officials. Both intelligence committees demanded 
to know what CIA's role had been in the production of these manuals. The 
HPSCI went further and opened a formal investigation. Casey acknowledged 
Agency personnel had been involved in the production of the manuals, but dis- 
puted the allegation that they were intended to provoke violence or that the ref- 
erence to "neutralization" should be read as "assassination." 105 In the end, the 
HPSCI concluded that there had been no intent by the Agency to violate the 
assassination prohibition in Executive Order 12333 but that its efforts to over- 
see the production of the manual were lax and insensitive to the issues 
involved. The manuals were "stupid," the committee wrote, "not evil." 106 

With US funding for the contras having run out in May 1984 — and offi- 
cially shut off by Boland II in October — the Reagan administration returned to 
Congress in April 1985 seeking to reestablish the program, including the pro- 
vision of lethal assistance if the Sandinistas refused to participate in negotiat- 
ing a peace settlement. While the SSCI was amenable, the HPSCI was not. 
The full House voted down the proposal on 23 April. 

After the vote, Reagan imposed new economic sanctions against Nicaragua 
and vowed that he would return to Congress "again and again" to obtain fund- 
ing for the contras. In fact, within two months' time, attitudes in Congress 
began to shift. Sandinista leader Daniel Ortega had traveled to Moscow and 
throughout Europe seeking military aid and had thereby stirred members' 
fears of a formidable communist presence in the Americas. On 12 June 1985, 
the House passed a bill providing $27 million in humanitarian aid for the con- 
tras. The Senate concurred, and the president signed the measure into law on 
16 September. The new law prohibited CIA from playing any role in provid- 
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ing the humanitarian assistance being authorized — a new office in the State 
Department would handle the aid program — and barred all paramilitary assis- 
tance to the contras. It did, however, allow CIA to carry out a political action 
program in support of "democratic forces" in Nicaragua and to share intelli- 
gence on the Sandinistas with the contra leadership. The FY 1986 Intelligence 
Authorization Bill, enacted a few weeks later, took a further step and autho- 
rized CIA to provide communications equipment to the contras. To ensure 
CIA was hewing to these new laws, both committees announced they would 
require biweekly updates on the Agency's contra operations. 107 

As the committees' oversight intensified (including staff visits by both 
committees to CIA installations in the affected countries), it became apparent 
to them that the contras were getting substantial military support from some- 
where. As far as Congress was concerned, the US government had been 
barred from providing paramilitary assistance, yet the contras were showing 
themselves to be a viable fighting force. Both committees repeatedly asked in 
1985 and 1986 whether the United States was behind the lethal assistance the 
contras were obviously getting. Administration officials continued to deny 
that it was. 108 

The visits made by the oversight committees to Central America during this 
period do seem to have had the effect of increasing the sentiment on both 
committees in favor of support for the contras. It became increasingly clear to 
them, according to CIA records, that the Sandinistas were being heavily influ- 
ence by Cuba and the Soviet Union and intent on establishing a Marxist- 
Leninist government in the country. By early 1986, CIA counted 12 of the 15 
members of the SSCI as favorable to establishing a CIA-run lethal assistance 
program for the contras. 109 

Taking advantage of what it perceived to be the changing sentiment in Con- 
gress, in February 1986 the Reagan administration requested $100 million in 
"covert" aid for the contras, including $70 million in lethal aid. The war was 
not going well for the contras, and the administration argued that humanitarian 
aid was not enough. It was time for the United States to provide military sup- 
port to stop the Sandinistas from consolidating their control over the country. 
Rather than signing a new covert action finding and requesting the funding 
through the annual appropriation process, however, Reagan put it in the form 
of a direct and open request to the Congress for a $100 million "aid package." 
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The House initially rejected the request, but after a Senate vote in favor of it 
on 27 March 1986, the House reversed itself and approved the $100 million 
"aid package" on 25 June 1986. Because of the time required to iron out dif- 
ferences with the Senate bill and pass the compromise bill back through both 
Houses, however, the "aid package" did not become law until 25 October. 

In the meantime, even as the Agency was endeavoring to explain to the 
oversight committees how it planned to monitor and account for the funds it 
expected to receive, on 5 October 1986 the Sandinistas shot down a cargo air- 
craft in southern Nicaragua carrying ammunition to the contras. Three of its 
crew were killed, but one, Eugene Hasenfus, survived and was captured. Iden- 
tification cards were found on all four, identifying them as employees of 
Southern Air Transport. Hasenfus himself was identified as a former CIA 
employee and told the Sandinistas he believed himself to be working for the 
Agency. 110 While the Agency denied any involvement with Hasenfus or the 
contra supply flight, the incident prompted inquiries by the Congress as well 
as several federal agencies. Who were these people involved in supplying the 
contras? How were they being financed? What did the US government know 
about them? Had it been behind their activities? If so, this would clearly have 
violated the laws on the books. On 19 October 1986, the House Judiciary 
Committee sent a letter to Attorney General Edwin Meese, asking that he 
appoint an independent counsel to investigate the roles of the National Secu- 
rity Council, the NSC staff, and DCI Casey in the contra supply effort. 

Several weeks later, on 3 November 1986, what appeared at first to be an 
unrelated event supplanted the Hasenfus story on the front page of the coun- 
try's newspapers. A Lebanese newspaper, Al-Shiraa, reported that in order to 
win the release of hostages in the Middle East, the United States had been sell- 
ing arms to Iran. National Security Advisor Robert McFarlane, it said, had 
traveled to Tehran to arrange for these sales. The report created an immediate 
uproar. If true, the administration would appear to have violated not only the 
US laws pertaining to arms sales but also its own policy for dealing with ter- 
rorists and regimes that sponsor terrorism. 

On 12 November 1986, President Reagan called the congressional leader- 
ship together, including the leaders of the two intelligence committees, to brief 
them on Iranian arms sales. The following night, in an address to the Ameri- 
can people, he declared: 

The charge . . . that the United States has shipped weapons to Iran 
as ransom payment for the release of American hostages . . . [is] 
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utterly false. . . . We did not trade weapons or anything else for hos- 
tages. 1U 

On 21 November, Casey appeared before both intelligence committees to 
describe the Agency's role in the arms sales. He admitted the Agency had pro- 
vided support to the sales but said they had been handled out of the White 
House, whose goals, at least, he believed to have been laudable. 112 Although 
members of both committees expressed irritation at not having been provided 
"timely notice" of CIA's support to the arms sales, Casey argued that the pres- 
ident had to be able to conduct foreign policy in the manner he saw fit. 

The following day, Justice Department officials responsible for investigat- 
ing the NSC staff's involvement in the arms sales, discovered a memorandum 
that confirmed that proceeds generated from the sales of arms to Iran had been 
used to purchase supplies for the contras in order to help them "bridge the 
gap" created by the delays in getting the contra aid package through Con- 
gress. 113 On 25 November 1986, Attorney General Meese publicly acknowl- 
edged what became known as "the diversion." The president fired those 
members of the NSC staff chiefly responsible for the operation (LTC Oliver 
North and RADM John Poindexter). 

Both intelligence committees expanded their investigations to encompass 
the diversion. Casey was invited back to testify, but on 15 December, the day 
before such testimony was to occur, he had a "cerebral seizure" in his office 
and was hospitalized, never to return to the job. Both committees proceeded 
with their inquiries, but it was clear by this point — given the predominant role 
played by the White House — that they lacked the jurisdiction to conduct a 
comprehensive probe. Accordingly, both houses created ad hoc select com- 
mittees that included the leaders of their respective intelligence committees to 
carry out the investigation (see chapter 1 for a more detailed description). The 
SSCI issued a "preliminary report" in February 1987, summarizing the results 
of its investigation to date, while the HPSCI chose not to do so in view of the 
broader, follow-on investigation. 



The Investigation of CIA's Involvement in the Iran-contra Affair: 1987 

Within weeks of being established, the two select committees decided to 
merge their investigations. Ultimately, their staffs reviewed 300,000 docu- 
ments and interviewed 500 witnesses. They held 40 days of joint public hear- 
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ings over the spring and summer of 1987, as well as several days of closed 
hearings. In November, the committees issued a joint public report that totaled 
690 pages. 114 

What the investigation found was that the staff of the NSC had, in effect, 
carried out two "covert actions" without the knowledge of the Congress. The 
first began in the summer of 1984 and involved soliciting support for the con- 
tras from third countries and private donors during the period when such sup- 
port could not be obtained from Congress The other began in the summer of 
1985 and involved sales of arms to Iran in order to obtain the release of Amer- 
ican hostages being held by Middle Eastern terrorists. Over time, the two 
operations merged. Not only did the NSC staff use some of the same private 
individuals in both operations, but in early 1986 it came to realize the arms 
sales to Iran could be used to generate excess funds that could be given the 
contras to supplement what was being provided by the third-party donors. 

As far as CIA's involvement was concerned, the investigation produced evi- 
dence that DCI Casey had known about both operations. The principal NSC 
staff member involved in the operations, Oliver North, testified that Casey 
also had known of the "diversion" of money from the arms sales to the con- 
tras. By that point, however, Casey had died, and while the investigation con- 
firmed that CIA officers had raised the possibility of a diversion with the DCI 
in the fall of 1986, it failed to produce documentary evidence to substantiate 
North's claim. 

Other CIA officers had become aware of the NSC staff's efforts to solicit 
support for the contras from third parties as well as their subsequent efforts to 
procure and deliver weapons to the contras. A few Agency officers in Central 
America, in fact, were later shown to have facilitated these efforts, which 
raises the issue of why a presidential finding was not in place. The more con- 
founding problem created for the Agency officers witting of the NSC staff's 
activities, however, involved their dealings with Congress. They were, in fact, 
the same officers who interacted with the two intelligence committees on 
CIA's operations in Central America during the period at issue (see the pre- 
ceding section). On the one hand, they realized the NSC staff's operation was 
intended to circumvent congressional restrictions and knew the White House 
was intent on keeping it secret. On the other hand, they were regularly briefing 
the committees on the Agency's operations in the region and accompanying 
them on trips there. As one of them later observed, it was like being trapped in 
a "giant nutcracker." 
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To deal with the situation, the investigation found, the CIA officers 
involved adopted a strategy of learning as little as possible about what the 
NSC staff was doing. But this purposeful avoidance went only so far. At 
times, in appearances before the intelligence committees and other congres- 
sional committees, certain officers responded to direct questions with state- 
ments that a court later found to have been false or misleading. The Agency's 
involvement with the arms sales to Iran was more substantial. Not only was 
there greater awareness among Agency officials, the Agency was directly 
involved in supporting the sales. 

In August 1985, President Reagan approved an Israeli government request 
to sell US-made TOW antitank missiles to Iran, and as a result, one of the 
American hostages was released. North asked a CIA official to monitor what 
was happening in Iran during the intervening period in an effort to ascertain 
how its government may be responding. 

In November 1985, a second shipment (HAWK antiaircraft missiles) was 
ready and North sought CIA's help in arranging transport from Israel to 
Tehran, which it did, using an aircraft owned by one of its proprietaries. When 
DDCI John McMahon learned of the flight after the fact, he insisted that the 
Agency's role in the operation and the operation itself be authorized in a pres- 
idential finding. President Reagan did this by signing a finding on 5 December 
1985 that retroactively approved the sale of the HAWKs and the support the 
Agency had rendered. At the same time, fearing that if the intelligence com- 
mittees were told they would object and that the finding would likely be 
leaked, jeopardizing the release of additional hostages, Reagan specifically 
directed that the committees not be notified. 

Since the arms sales to Iran were expected to continue, the Agency sought a 
new finding that authorized it to provide operational and logistical support for 
such sales in the future. The president signed this finding on 17 January 1986. 
It, too, specifically directed the DCI to refrain from notifying the intelligence 
committees until the president directed him to do so. (Although Attorney Gen- 
eral Meese later testified he interpreted this to mean that Congress would be 
given notice once the hostages were released, this was not spelled out in the 
finding per se.) An NSC memorandum that accompanied the finding also 
called for a change in CIA's role in the sales. No longer would arms be sold to 
Iran out of Israeli stocks (and then replenished), but rather CIA would pur- 
chase the arms out of DoD stocks and transfer them directly to Iran, using the 
NSC's private operatives to broker the sale. 

New sales of arms and spare parts followed in February and May 1986 — 
each generating profits that were sent to the contras — but no more American 
hostages were released. Increasingly dissatisfied with the results the sales 
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were producing, North, with CIA's assistance, arranged for National Security 
Advisor McFarlane to fly to Tehran in May 1986 to meet with Iranian officials 
in an effort to break the deadlock. No results were immediately forthcoming 
but a second hostage was set free on 29 July, leading Reagan to approve the 
sale of additional spare parts. But, again, nothing happened as a result. In Sep- 
tember, its frustration increasing, the NSC staff, using the private brokers who 
had been involved in the sales and with the assistance of CIA officers, began 
searching for new intermediaries within Iran. Before they could be found, 
however, the arms sales were disclosed in the Lebanese newspaper. While 
CIA made an additional shipment of arms after the disclosure, for all practical 
purposes, the operation had come to an end. 

According to the final report of the investigation, North never told the CIA 
officers involved in the arms sales that he was using the surpluses the sales 
generated to support the contras. However, in the fall of 1986, two of those 
involved in the arms sales learned that one of the private individuals working 
for North suspected it. This information was reported to DCI Casey who took 
it up with Admiral Poindexter, North's boss,. This would seem to suggest, in 
fact, that Casey had not had prior knowledge of the diversion, but the investi- 
gation was never able to reach this conclusion. 

As described in chapter 2, the Iran-contra affair had profound, long-term 
consequences for the oversight arrangements then in place. The revelations 
that seemed to come in an endless stream, each more stunning than the last, 
shattered the trust that had taken so much time and effort to build. The com- 
mittees had been repeatedly misled and deceived, and at least some in the 
Agency had been a party to it. While the Agency could point to the fact that it 
had been acting pursuant to directions from the White House, the committees 
had expected the Agency not to stand idly by when its political bosses did 
things that clearly violated and undermined its relationship with the commit- 
tees. They were wrong. The Agency's commitment to the oversight process 
had taken a backseat to the demands of the administration. While the commit- 
tees had no doubt where Casey's loyalties lay, they had expected that the "sys- 
tem" would hold together to overcome the predilections of a particular DCI. It 
obviously had not, and for the committees this realization was unsettling. 

In the aftermath of Iran-contra, not only did the committees seek to change 
the existing oversight arrangements for covert action (see chapter 2), they 
began to subject such programs to greater oversight. In the fall of 1987, SSCI 
Chairman Boren announced the committee would institute quarterly reviews 
of all covert action programs on the books. The Agency's administration of 
the $100 million aid package for the contras that Congress had approved 
shortly before Iran-contra broke received especially close scrutiny from both 
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committees. They also became increasingly skeptical of new proposals and 
cut off funding for certain of them. 115 

To improve the lines of communication with the committees, new DCI Web- 
ster and his deputy, Robert Gates, instituted monthly meetings with the leaders 
of the intelligence committees in the fall of 1987 to provide regular opportuni- 
ties not only to apprise them of sensitive operational matters but for the com- 
mittee leaders to express any misgivings they may have about the Agency. 
While both committees welcomed the initiative, CIA records reflect that 
HPSCI Chairman Stokes cautioned that the monthly meetings could not be 
seen as a substitute for notice to the full committees when that was required. 116 



Noriega and the SSCI: 1988-89 

In February 1988, Panamanian strongman, Manuel Noriega, was indicted in 
a federal court in Florida on drug trafficking charges. In March, a coup 
attempt against him failed. In April, President Reagan signed a covert action 
finding authorizing the Agency to provide certain assistance to Panamanian 
exiles who planned to challenge Noriega in the presidential elections the fol- 
lowing year. In May, a second finding was signed authorizing a political 
action campaign inside Panama that included propaganda and nonlethal sup- 
port to the opposition forces. The objective was to get Noriega to step down 
voluntarily and leave Panama. After Noriega adamantly rejected the idea 
when it was proposed by State Department officials, however, Reagan signed 
a third finding, this one authorizing CIA to undertake activities to bring about 
the removal of Noriega from power, including working with disaffected mem- 
bers of the Panamanian Defense Forces (PDF) to bring about his removal by 
force if necessary. While the finding specifically directed that the Agency not 
assist in any effort to assassinate Noriega, it recognized that the operation 
could produce such an outcome. 

Although the SSCI had supported the two previous findings, it balked at the 
third one and, by a vote of 13 to 1, authorized its chairman, David Boren, to 
send a letter to the president asking that it be withdrawn. Although the admin- 
istration believed the committee was overreacting, it sent a letter to the com- 
mittees saying that if it learned that groups the Agency was working with 
planned to assassinate Noriega, it would inform the Panamanian leader. 117 The 
administration also increased the amount of nonlethal aid being furnished 
under the May 1988 finding. 118 
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In May 1989, the Panamanian presidential election took place, and despite 
widespread reports of fraud and voting irregularities, the opposition party 
claimed victory. But Noriega remained in control and refused the public 
demands of President George H.W. Bush and other world leaders to step 
aside, leading Bush to publicly encourage the PDF to organize a coup. 119 

Noriega's refusal to step down after the election also led the Bush adminis- 
tration to look more closely at identifying elements of the PDF it could work 
with to remove Noriega from power. Advised by Webster of the Reagan 
administration's earlier commitment to the SSCI to inform Noriega if it 
became aware of assassination attempts against him, Bush wrote a letter to the 
committee saying that, whatever the earlier understandings might have been, 
they no longer pertained. According to Webster, the SSCI immediately backed 
off, saying that in any event it had never been its intention to obligate the 
administration to notify Noriega. 120 

Webster also took the occasion to ask the Office of Legal Counsel at the 
Department of Justice to provide a legal opinion on the kinds of activities that 
would violate the ban on assassination contained in E.O. 12333 and those that 
would not. 121 Although neither intelligence committee gave its unqualified 
endorsement to the Justice opinion when it was presented to them in the late 
summer of 1989, it did represent the first authoritative legal interpretation of 
the assassination ban to that point. 

In early October 1989, a group of PDF officers (who had specifically 
rejected help from CIA) attempted a coup against Noriega. 122 He managed to 
call for help, however, and was able to escape in the fighting that ensued. In a 
rage, he ordered the immediate execution of the PDF officers involved. 

The ensuing barrage of congressional criticism faulting the administration 
for its failure to support the coup plotters, prompted National Security Advi- 
sor Brent Scowcroft, appearing on a Sunday morning talk show, to point to 
the SSCI's opposition as a key factor in stopping the administration "from 
doing what they're now saying we should have done." Appearing separately 
on the same program, Boren countered that the committee had given the 
administration "all the money and authority" it had sought for Panama. 
Scowcroft categorically denied this and shot back that not only the commit- 
tee's concerns about assassination but also its funding cuts to the covert 
action program for working with the PDF had hampered the administration's 
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efforts in Panama. 123 Reportedly, the personal intervention of Bush himself 
was required to restore calm. 124 



Iranian Arms Shipments to Bosnia: 1996 

In April 1996, the Los Angeles Times published an article alleging that in 
1994 the Clinton administration had given a "green light" to the government 
of Croatia to allow Iranian arms destined for Bosnian Muslims fighting in the 
former Yugoslavia to transit its country. At the time, a UN arms embargo was 
in effect forbidding shipments of arms to the former Yugoslavia, an embargo 
the United States had pledged to uphold. The press account also speculated the 
US government was engaged in a covert action, not reported to the congres- 
sional oversight committees, to facilitate the flow of arms from Iran to the 
Muslims in Bosnia. 

Both intelligence committees began investigations at the request of their 
respective leaderships. Ultimately, the committees found that the US ambassa- 
dor to Croatia, when asked by Croatian government officials whether the 
United States would object to the transit of Iranian arms through the country, 
had responded that he had "no instructions" from Washington on the matter. 
This response, in turn, led the Croatian government to believe that the United 
States had no objection, and the flow of Iranian arms through its country 
expanded significantly. 

DCI James Woolsey later contended that CIA had not been advised of the 
ambassador's response or of any change in the US position of support for the 
embargo. Indeed, as the Agency began to see signs of the expanded arms flow 
its own officers raised concerns that the United States might be covertly facil- 
itating the flow of such arms, contrary to the UN embargo. 

Beyond this, the committees reached somewhat differing conclusions. The 
HPSCI found that the US government had had no role in facilitating the arms 
flow, and thus no covert action had taken place. While the failure of the US 
ambassador to object to the transshipments had encouraged Croatia to allow 
them, HPSCI saw his conduct as "traditional diplomatic activity" rather than 
as covert action. The SSCI, on the other hand, was unable to reach agreement 
on whether a covert action had occurred but specifically rejected the notion 
that the ambassador's response to the Croatians constituted "traditional diplo- 
matic activity." Both committees lauded the CIA officers for having raised 
their concerns to higher levels in the US government. 125 
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The Gingrich "Add" for Covert Action in Iran: 1995 

As an "ex officio" member of the HPSCI, House Speaker Newt Gingrich 
took an inordinate interest in intelligence activities, occasionally using his 
position to chide the Clinton administration for its failure to make greater use 
of covert action to achieve US foreign policy objectives. 

In October 1995, for example, Gingrich wrote the first of several articles 
calling for a covert action program to topple the government of Iran. Not sur- 
prisingly, these articles had prompted vehement protests from Tehran. Appar- 
ently undaunted, Gingrich, over the initial objection of the Clinton 
administration, managed to insert $18 million into the classified portion of the 
annual intelligence authorization for a covert action program designed to 
"change the behavior" of the Iranian regime rather than to topple it. Word of 
the provision leaked to the press a few weeks later, before Clinton had even 
signed the legislation, prompting the Iranian parliament to denounce the 
United States and establish a $20 million fund to counter the covert action. 126 



Support for the INC and the Iraq Liberation Act of 1998 

In the spring of 1991, in the wake of the Persian Gulf War, President Bush 
approved a covert action finding to encourage and support dissidents both 
inside and outside Iraq who wished to remove Saddam Hussein from power. 127 

Pursuant to this authorization, CIA began working with Ahmed Chalabi, a 
leading figure in the Iraqi opposition who lived outside Iraq, to create an orga- 
nization — the Iraqi National Congress, or INC — to coordinate the activities of 
the opposition. In 1992, the INC established an office in Kurdish-controlled 
northern Iraq as well as media outlets to spread its message. While the Agency 
kept the two intelligence committees apprised of these activities, Chalabi, on 
his own initiative, began making periodic visits to Washington to lobby Con- 
gress to provide support for the INC. 

In 1994, the INC helped broker a cease-fire between two warring Kurdish 
groups in northern Iraq. When the cease-fire began breaking down the follow- 
ing year, the INC, with US involvement, obtained the agreement of the parties 
to a new understanding that contemplated, among other things, the insertion of 



125 House Permanent Select Committee on Intelligence, Investigation into the Iranian Arms Ship- 
ments to Bosnia; Senate Select Committee on Intelligence, US Actions Regarding Iranian Arms 
Shipments to the Bosnian Army. 

126 j\f ew York Times, "US Plan to Change Iran Leaders Is an Open Secret Before It Begins." 

127 For a detailed discussion of the program, see Senate Select Committee on Intelligence, The Use 
by the Intelligence Community of Information Provided by the Iraqi National Congress. 5-35. 
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an INC peace-keeping force between the two groups. The INC force contem- 
plated by the agreement required US funding, however, to be viable. 

As the issue of funding the INC force was being sorted out in Washington, 
the Agency in early February 1995 learned for the first time of an INC plan, to 
be carried out within several weeks' time with the help of Shi' a elements 
inside Iraq, to capture Saddam Hussein and overthrow his regime. In meetings 
Chalabi arranged in early March with Iranian officials to gain their support for 
the plan, he intimated that the United States would provide military support to 
the operation, a claim presumably made more credible by the presence of a 
CIA officer at the meeting site (although not at the meeting itself). When Cha- 
labi 's assertions to the Iranians was reported back to Washington, however, it 
created a furor in the Clinton White House, which had been unaware of the 
INC's plan. Chalabi was informed that under no circumstances would the 
United States provide military support for any such operation. Chalabi 
believed the plan was now too far along to cancel it, however, and opted to 
proceed without US assistance. The operation ended in disaster. Saddam Hus- 
sein was not captured, neither the Iraqi army nor the Iraqi people rose up 
against him, and the INC's forces were decimated. 

While the Agency reduced its support for the INC after this, Chalabi him- 
self continued to make visits to Washington to plead for US support. The 
fighting between the Kurdish parties continued in northern Iraq, he noted, and 
the US had never provided funding needed for an INC peace-keeping force. 

In August 1996, Saddam Hussein sent military forces into northern Iraq to 
destroy what they could find of the INC. A hundred INC members were cap- 
tured and executed; the rest were forced to evacuate the country. In December, 
with it becoming increasingly evident the INC's ability to be a unifying force 
for the Iraqi opposition had faded, the Clinton administration determined that 
the CIA should terminate its funding of the organization. In February 1997, 
the Agency broke off its relationship with Chalabi and the INC entirely. 

Undeterred, Chalabi continued to lobby his contacts in Congress, many of 
whom openly expressed sympathy with his plight. In 1998, with the support of 
House Speaker Gingrich, Republican lawmakers proposed what became the 
Iraq Liberation Act of 1998, a public bill to provide assistance to the Iraqi 
exile groups then opposing the regime of Saddam Hussein. While the INC 
was not specifically mentioned, the president was authorized to provide up to 
$97 million in aid to Iraqi democratic opposition organizations designated by 
the president. (Ultimately, seven such organizations, including the INC, were 
designated.) For the first time in a public document, the law provided that the 
US policy toward Iraq required "regime change." Although the Clinton 
administration initially resisted the proposal, the president signed the law, 
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pledging to work through the United Nations and with "opposition groups 
from all sectors of the Iraqi community" to bring about a popularly supported 
government. The State Department, rather than the CIA, was given responsi- 
bility for administering the funds. 128 

In the months that followed, however, a dispute broke out in the Senate over 
implementing the new law. At first, Republicans complained the administra- 
tion was taking too long to designate the opposition groups to receive the 
funding. 129 Once such groups had been designated, SSCI Chairman Richard 
Shelby demanded that more of the money go to opposition groups headquar- 
tered outside Iraq, rather than to those inside the country, and threatened to 
block any further expenditures that were not consistent with his views. 130 



Covert Action in the Joint Report on 9/11: 2002 

As part of their joint inquiry into the performance of intelligence agencies 
with respect to the terrorist attacks of 9/11, the committees explored the use of 
covert action by the Clinton and Bush administrations against Usama bin 
Ladin and al-Qa'ida both before and after the attacks. 131 

Although the heavily redacted report was generally critical of the size and 
aggressiveness of the Intelligence Community's operational activities against 
al-Qa'ida before 9/11, covert action was not singled out for particular criticism, 
at least in the part of the joint report that was made public. Nor did the commit- 
tees question in the public part of their report the adequacy of the notice pro- 
vided them during this period. While suggesting that most had been "gang of 
eight" notifications, there had not, apparently, been an absence of notice. 132 

In the report of the 9/11 Commission, released 17 months after the congres- 
sional report, the efforts of the Agency to capture or kill bin Ladin prior to and 
after the 9/11 attacks — redacted in the congressional report — were described 
in detail. 133 While the commission's narrative confirms that appropriate find- 
ings and memorandums of notification were prepared to authorize the activi- 
ties being contemplated at the time, there is no indication in its report that 



128 Presidential Signing Statement, The Iraq Liberation Act, The White House, 31 October 1998. 

129 New York Times, "Defining Goal in Iraq." 

130 Los Angeles Times, "US Dispute Holds Up Covert Iraq Operation." 

131 Senate Select Committee on Intelligence and House Permanent Select Committee on Intelli- 
gence, Joint Inquiry into Intelligence Community Activities Before and After the Terrorist Attacks 
of September 11, 2001, 279-303. 

132 Ibid., 290. 

133 Final Report of the Commission on Terrorist Attacks upon the United States, 111-15, 126-34, 
137-43, 210-14. 
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either intelligence committee ever intervened to raise questions about the 
objectives of the operations or how they would be carried out. 



AUTHOR'S COMMENTARY 



Why Congress Paid Little Attention At First 

Covert action, by definition, involves interference in the internal affairs of 
other countries. Given our own notions of sovereignty, one would expect that 
Congress would take a strong interest in overseeing such activities. Indeed, in 
recent times, it has. Yet, until the Bay of Pigs, the Agency's overseers 
appeared to exhibit little curiosity with respect to this aspect of its operations. 
What might account for this? 

While covert action has always been cloaked in secrecy, in the beginning it 
probably did not seem all that controversial. It was, after all, intended to com- 
bat the spread of communism around the world. The Soviets were doing these 
sorts of things to us; we should be doing the same things to them. Although 
the lack of documentary confirmation is frustrating, one can reasonably 
assume the CIA subcommittees understood the kinds of things the Agency 
was doing. From 1948 until 1953, they funded exponential increases in them, 
something they would not have done without knowing — at least in general 
terms — what the increases were going for. 

Another factor contributing to the committees' lack of curiosity may have 
that they were used to dealing with the defense budget. The annual appropria- 
tion for CIA's "Cold War activities" must have seemed a bargain after dealing 
with defense expenditures. In addition, these activities were, by their very 
nature, hard to get a handle on. In any given year, the Agency might be 
engaged in hundreds of them, many quite small: broadcasts to denied areas, 
media placements, money for international conferences, money for noncom- 
munists vying in elections, money for dissident groups in communist coun- 
tries to stir up trouble. It was a menu that CIA could choose from as 
opportunities presented themselves, all part of a grand plan to weaken com- 
munism around the world. The CIA subcommittees undoubtedly regarded 
these "Cold War activities," taken as a whole, as a key weapon in the coun- 
try's arsenal but looking at them individually was not something they were 
either equipped to do or interested in doing. 

Even when President Eisenhower began directing the Agency to do things 
that from a policy standpoint were qualitatively different (and more question- 
able) — overthrowing popularly elected governments thought to be sliding into 
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communism , for example — it is not clear that the significance of this change 
registered with the Agency's subcommittees. They probably learned of the 
operations that occurred in Iran, Guatemala, and Indonesia after the fact, but 
even so, there is no indication they ever questioned the premises of these oper- 
ations. In part, this may have been because they were perceived as successes. 
It may also have been due in part to the perception that many in Congress held 
of the Agency at the time. As one congressman who served on the HASC sub- 
committee later recalled: 

When you think back to the old days [the Eisenhower years], it was 
a different world and a different perception of us and our role in the 
world. The political Zeitgeist at the time was that CIA was wonder- 
ful. In politics, anybody who wanted to make trouble for the CIA 
was seen as a screwball and not to be countenanced. 134 

It was not until 1961 that a covert action resulted in significant worldwide 
embarrassment for the United States, and it was only then that CIA's overseers 
in Congress began asking the kinds of fundamental questions that were to 
echo down the rest of the Agency's history: Why were we trying to do this? 
Why did we ever think it would work? 

Like other aspects of early oversight, the lack of a professional staff capable 
of independently probing and assessing what the Agency was being directed 
to do also hampered the CIA subcommittees. The handful of members who 
learned of the Agency's covert operations had to rely on what the DCI told 
them, and since few records were made of these conversations, it is, unfortu- 
nately, impossible to know either what they were told or how they reacted. 



The Issues Covert Action Raises for Congress 

So, historically, what have been the issues Congress cares about? Since the 
two intelligence committees arrived on the scene and hands-on oversight of 
covert action was instituted, the issues have fallen into two broad categories: 
policy issues and issues of implementation. 

Under the category of policy issues, the usual question is why the United 
States needs to do it at all. How is the operation in question consistent with US 
foreign policy? How does it square with our notions of sovereignty . . . our 
notions of free and fair elections . . . our sense of propriety and proportion? 
What do we expect to gain from it? What can we expect to lose if it is dis- 
closed to the rest of the world? Why do we need to do it in secret? 



134 Quoted in Smist, Congress Oversees, 5. 
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The committees also want to understand how the Agency plans to carry out 
the operation in question. What activities does it entail? Does it stand a rea- 
sonable chance of success? Are people likely to get hurt or killed as a result? 
How much will it cost? Are the individuals and groups we are working with 
reliable and credible partners? What are they really trying to achieve? Can 
they deliver what they promise? If third countries are involved, do we want to 
align ourselves with them? If US citizens are being used, are they witting of 
the Agency's purpose? 

Generally speaking, the policy issues are for a representative of the incum- 
bent administration (typically, a State Department official) to explain to the 
committees, while implementation issues are for an Agency representative to 
explain. Over the years, members are more apt to focus on policy issues, leav- 
ing it to the staff to follow up on implementation issues. Although, as the 
SSCI's reaction to the proposed Noriega finding illustrates, implementation 
issues sometimes take center stage. 

In considering covert action proposals, the oversight committees tend to 
come at them with a different frame of reference. The executive branch is 
chiefly concerned with achieving the objectives of the president, whatever 
they might be. Because of this, it is sometimes tempted to downplay the risk 
and accentuate the gain. The oversight committees will also want to see the 
president succeed but not if, in their view, what the president proposes to do 
carries substantial risks for the country. Members will also have to take into 
account what the sentiment in their parent body, or in the public, would be if 
the operation were disclosed. Would they understand and support what the 
administration is trying to do? 

Contrasted with the Agency's other functions — collection and analysis — 
covert action raises issues that most members can readily sink their teeth into. 
They do not have to master volumes of technical data to get the picture; they 
do not have to know enough to challenge the Agency's analytical experts or 
question its clandestine tradecraft. Whether the United States should under- 
take a covert action abroad usually boils down to political judgments, and 
members of Congress, political animals all, see such judgments as things they 
can understand and contribute to. Covert action involves high- stakes global 
politics, and as such, it has engaged members of the oversight committees to a 
far greater degree than any other aspect of their oversight responsibilities. 

The committees' involvement in a given program will depend heavily upon 
their initial reaction to it. If members are satisfied with what they hear from 
administration witnesses, not only will they acquiesce in the implementation 
of the operation, they are apt to devote less attention to it down the road. If 
they are not satisfied, they may recommend to the president that the program 
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be modified to accommodate their concerns or be dropped altogether. If the 
president fails to take the committee's concerns into account, rest assured, it 
will review the program more frequently and more carefully as it plays out 
over time. It may also eliminate funding for the program if it carries over into 
the next budget cycle (and cannot be funded out of the Contingency Reserve 
Fund). Needless to say, the Agency appreciates these dynamics and attempts 
to shape the covert action proposals it develops for an administration in a way 
that avoid the potential concerns of members. Depending upon what a particu- 
lar administration wants done, however, this may or may not be possible. 



"Overt" Covert Action 

The executive branch initiates almost all covert action programs and classi- 
fies them to protect the fact of their existence, their funding levels, and the 
activities undertaken pursuant to them. However, from time to time, as the 
narrative indicates, the existence of a covert action program, its funding level, 
and even the activities envisioned for the program will be openly debated on 
the floor of Congress, and the world is thereby treated to the spectacle of an 
"overt" covert action. 

When this has happened, it has been for one of several reasons. First, the 
program or policy issues may have already received so much public attention 
that an administration decides to offer its proposal in public. President Reagan 
did this in 1986 with respect to his request for assistance to the contras. The 
money, had it been appropriated, would have gone into the Agency's covert 
action appropriation and the Agency would have disbursed it. A covert action 
program can also "go public" when a member decides to offer legislation to 
do something about one: either to initiate a program that a member thinks is 
needed (funding the Iraqi opposition in 1998, for example) or to augment, 
restrict, or end a program a member has heard about. More often than not, 
these proposals have come from members who are not on one of the oversight 
committees. Sometimes, members of the oversight committees — who have 
lost in committee — decide to take their proposal to the floor. Sometimes, the 
oversight committees themselves will decide to take a covert action to the 
floor when they know several members of their parent body are planning to 
offer amendments. By doing so, they may be maneuvering to preempt such 
amendments and better control the floor debate. 

While purists are naturally horrified when this happens, there may be no 
practical alternative. If members insist on discussing a covert action on the 
floor, there is not much that can be done to stop them. The "speech and 
debate" clause of the Constitution protects them with respect to what they 
might say on the floor, and while they can be encouraged to work through their 
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respective intelligence committee, no one can force them to do so. Besides, the 
committee may not agree with what the member proposes. How else are they 
to exercise their prerogative as legislators except by raising questions on the 
floor or offering amendments to a bill they are concerned about? Each cham- 
ber does have procedures for going into closed session to consider classified 
matters, but secret sessions have never been used to debate public legislation. 

In short, having open debates on covert action proposals seems unavoidable 
under our constitutional system. This is not to say they should be encouraged. 
Obviously, the target of the operation is put on notice and may take retaliatory 
action of some kind. Moreover, there is a certain "unseemliness" about debat- 
ing whether the United States should interfere in the internal affairs of another 
country in the hallowed halls of the Congress, even if that country is univer- 
sally despised. 

The good news is that the congressional system discourages individual 
members from freelancing where covert action is concerned. Virtually every 
amendment to limit, restrict, or end a covert action program has failed without 
the support of the intelligence committee involved. For members to make a 
persuasive case for such amendments in the face of intelligence committee 
objection is difficult, simply because the intelligence committee controls the 
pertinent information. Accordingly, when it comes to covert action, most 
members rely on the recommendations of their respective intelligence com- 
mittee. Proposals to initiate covert actions or augment existing ones have 
fared somewhat better, especially if the intelligence committee concerned 
does not object to them. But such initiatives have often prompted negative 
reactions around the world and have historically never been well received or 
implemented by the executive branch. All of this, if appreciated by members, 
would tend to discourage them from striking out on their own, although there 
will always be some who want to make a public splash regardless of their 
chances for achieving legislative success. 



Covert Action Since the End of the Cold War 

From 1948 until the end of the Cold War, covert actions were undertaken 
primarily to thwart the spread of communism. During the 1980s, they began to 
be used for other purposes — countering threats to the United States posed by 
terrorism, drug trafficking, and the proliferation of weapons of mass destruc- 
tion. When the Cold War ended, these targets came to dominate the covert 
action agenda. Covert action remained a tool that could be used against the 
few communist regimes and "rogue states" that remained on the world stage, 
but the focus of such operations increasingly became groups or individuals, 
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not governments. Rather than containing the spread of a threatening ideology, 
the objective became preventing harm to the United States. 

This shift in objective had significant implications for congressional over- 
sight. Not only were covert actions fewer in number, they were less controver- 
sial from a policy standpoint. Between 1991 and 2004, few became public, 
and those that did raised comparatively minor issues (the Iranian arms ship- 
ments to Bosnia, for example). Gone for the most part were the old staples of 
the program: election support to noncommunist political parties, efforts to 
unseat governments thought to be coming under communist sway, media 
placements and the like. Replacing them were programs to help other govern- 
ments counter the same threats that were of concern to the United States. 

The oversight committees readily understood the need for these programs 
and in general supported them. When more direct US action was contem- 
plated against terrorists or drug-traffickers, the committees supported that as 
well. Operations of this sort, however, often involve highly sensitive sources 
and methods and, not infrequently, put lives at risk. So while the goals may 
not have been controversial, the means of accomplishing them remained 
highly sensitive, occasioning a proportionally greater use of the limited 
notice options retained by the executive branch than had been the practice 
during the Cold War. 



The Impact of the Select Committees' Oversight of Covert Action 

Where covert action is concerned, the two intelligence committees have, 
since their inception, provided the only significant check and balance outside 
the executive branch. The appropriations committees occasionally weigh in on 
the funding levels for these programs, but the intelligence committees are 
where the policy issues are weighed and adjudicated. 

It is true that the statutory arrangements governing this aspect of congres- 
sional oversight pay considerable deference to the president's constitutional 
responsibilities. The law gives Congress a say in such activities, but it cannot 
veto them. If especially sensitive operations are contemplated, the president 
has the options of delaying notice for a short while or of limiting notice to the 
"gang of eight" rather than the (now 36) members of the two committees. 
Last but not least, Congress appropriates money each year for a special 
fund — the Contingency Reserve Fund — which it allows the president to use 
to carry out covert actions during the year without having to come back to 
Congress for approval. This can become especially important if a president 
needs to act quickly. 
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It would be a mistake to conclude, however, that the committees' role is 
insignificant. If the committees do not support a particular operation or have 
concerns about aspects of it, an administration would have to think twice about 
proceeding with it as planned. If it is disclosed or ends in disaster, the adminis- 
tration will want to have had Congress on board. If it is going to last more than 
a year, the committees' support will be needed for continued funding. The 
committees are also likely to be better indicators of how the public would react 
if the program were disclosed than the administration's in-house pundits. 

Obviously, the committees can be wrong. They can see problems that are 
not there and overreact to what is being proposed. But, at the end of the day, 
after their concerns have been thrashed out and they still remain opposed, 
most administrations will back off rather than push ahead. It has not happened 
very often since the committees were created, but it has happened often 
enough that the concerns of the committees have to be reckoned with. 
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